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/Format or Hearings ok Farmworj^bra in Ruraii America^ 
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Part 8 : Land Ownership, Use, and Dlttrlbution : ' . 
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C. San rranciico ^^-^ January 18, 1972^ 

Part 4 : Bole o£ l4ind*Grant College* : 
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FARMWORKERS W RIIRAL AMERICA, 1^71-197? 



(Who Owns the Land?) ■ 



MtlDAT, »OVmiBlB 5, 1071 

U.S. Sbnate, 

* 8lTIKX)KMXTrrKOKMlORAT(mY£AB0B 

OF TOB COUUITTKR OK LaBOR AKD PuBLIC WbOVIIUS, * 

Washington^ D.O. 

The wibcommittee met At 10 a*m,, pursuant to liotice, in room 4232, 
New SeMte Office Building, "Senator Adlei E. Stevenson III (elmir- 
man of the sul)conmiittea) preaidinflt. , ' 

Present: Senators SteveniK)n and Iluffhee, ^ 

Staff members present t Boren Chertxov, subcommitt^ counsel ; and 
Eugene Mitteljnan, minority counsel. ^ ^ • 

Senatoi? Stetoksok. The subcommittee will come to or^er. ^ 

This morning w© xjoptimie our hearings on lahdownersKip and p!at- 
. terns of lahdownershijp in the country* 

Both Senator Hughes imd I havej statements that we would like to 
make for the record, but in |he interest of saving the time of pur first 
witness we will defer th|pc statomoriTs until a.later time. 

We are very honored to have as our first witness this morning our 
colleague wlio has probably worked more on the issues'that concern us 
today thsji anj^ other American, the Honorable Gaylord Nelson of 
Wisconsin, He is a memjber of the Senate T^bor and Public Welfare 
Committee. He has served on this subcommittee, the Migratory Iiabor 
Subcommittee, and he therefore has % firsthand knowledge of the 
Nation^s farm labor problems* 

Mo6t significant, perhaps, is his unw^-vering commitment to the . 
preservation of our environment, tlie air, the water, and our. land. He 
was probably the first in the U.S^ Senate to clearly peimv© how cru- 
cial lanuownership and use»is, »nd has conducted nis own hearings 
on the implications of corporate farming. 

Next week he is beginning a study, as chairman of the Monopoly 
, Sulx^mmittee of the Small Business Committee, into corporate 
secrecy. 

One of the reasons we must ask who. owns the land is that we simply 
doh^t know, and we don't know in part beciiuse of corporate secrecy. 

Senator Nelson, are very grateful to you for appearing here this 
morning. ^ > 
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STATEMEHT OP HON. (JAY]M)ED NELSON, A U.S. SENATOE PEOK 
THE STATE- OF WISCONSIN, ACCOMPANIED BY BAYHOND D; 
WATTS, COTINSEL, SENATE SK^ BUSINESS COMMITTEE 

Senator Nemok. Thank you, Alr.Cliairmftn. ° - ^ 

I do have a Finance Gommitte© exocutive session which is meeting 
/ on the Presidents tax propoealS and I have some anlendments pend- 
ing, riiat is why I askedif I could proceed right aft-ay. / ■ 
*l Mr. Clwirman, not long -ago the iJroud products of rural America 
f were good food and fiber, free men and women, and htalthy children 
witli happy futures. There were, of course, exceptions. The picture hod 
some ugly blemishes. Still, the ideal and in large measure the /»ttain- , 
ment were there to raise allVhose protiucts on the American Mnd tlite 
food, the fiber, and the strong! free people. 

Tragic clianj^s have occurred, ajid are occurring. Today, from the 
vantage point of many bi^rcity mayors, thg-mok consequential ship- 
ment from rural to urban America is poor ixjople for the welfare rolls. 
*romihe vantage point of smalltown mayors, the same shipments 
mean that once prosperous communities face decay and despair, 

lliere are many and complex causes for this American tragedyt 
winch 18 still building -and even accelerating. But the largest cause, I 
, think, 18 tlic development jwliclea, that have equated goodness with 
bigness, quality wnth size. These jwliciea have led to the emergence of 
^jiant cotporations m the" dominant force in manirfacturmg, and a 
ai/jaificant and domiiiaJit f orcein the ifolitical and social structure of 
tm8 «)untry..nnless the policies are dramatically reevaluated and' 
changed, they will lead to like dominance of agriculture. 

It 18 sohiethmg that should not -be permitted. 

As tJio percentage of everything that is owned by giant corjwrations 
goes up, the share that is left owr for everyone else has no place to 
.gobutdown. • . - 

. The figures on tlie shifts of asset pwnership in manufacturing are 
available and familiar. The 200 largest corporations in the la* 20 years 
have increased their share of all manufacturing company assete from 
under SO percent to alwut 60 percent. That moans the share of everyone 
else m that sector has gone down from well over SO percent to' not 
much over 40 percent. > ■ 

, * Now the 'giant corporations are moving into agriculture an'd gob- ' 

biiiig up-the land. There is no, way, of course, to make the tot-al supply 
- of land grow, and the ways that are being usetl to expaitd the use of 
lands for agriculture involve ecological and social <<ostsjaot yet suffi- 
ciently calculated and understood. Indeed, the evidence is growing 
that economic growth itself is more a problem than a solution. , - 
. *^.,"2y tliought : our land should be used to cultivate not 

rust f ood^and fiber, but a good culture and a happy, healthy populace. 
1 0 do that; we must find ways,to keep people productively and happily 
on the land, and reverse the forces that are driving them off. One of 
m?* o ^ ^^cP^^ movement of giant corporations into farming. ' 
The _henat« SmairBusiness Subcommittee on Monoi)oly, which it is 
my privilege to chair, has been concerned with corporation farming 
for several years. At least somc'of the causes for this alarming develop- 
ment were suggested by. an interim report. Senate Report 91-628, is- 
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/ sued by the Senate Small Business Conunitteej following 1068 field 

'■ heanng3 bv the subcommittee. I shttll mention a few, 

Tlie Pederal tux structure is a cause. Giant corporations are per- 
mitted to enter agricultUi^e as a sideline. Tlie objectivcB of the sideline, 
may well be more to make low^taxed capital gains in land speculation; 
and to reduce income taxes ofl|profits eam^ in other lines, than to 
,make a profit in farming. 

The policiee and the value system of the Agriculture Department 
are a cause. Agricultural research financed with taxpayer dollars is 
too often aimed at ways to majce-sfarms bigger, rather than ways to 
make small farms sustain families in dignity and reasonable stand- 
ards. Nick Kotcz, in liis recent fine articles in tlie Washington Poist, 
has reemphasized this point Ho tells us that thc^ 'Department would 
apparently rather finance development of a new, tou^i strawberry 
that can be harvested by machine than a strawberry that tastes better 
or IS more nutritious. This is the same Department, Kotz tells us, that 
ha3 given little or no ^comfort and aid to a small, new cooperative 
organized by fomer migrant laborers to get into the strawberry culti- 
vation business J:hem8elves. • 

JLax administration— or total ignoring—of laws passed by Congress ' 
to help small fanners is a cause. Tlie total abfUcation of i% stetutoty 
limitation on irrigated acreage that ipay l>e in one^s ownership-^ 
although Cofigress lias never repealed tlio law— is an out^anduig 
example. Failure of the Government to make bold and imaginative 
use of the antitrust laws^s an^>ther. ^ 4 | ^ 

. The lock of Federal legislation in areas where it is obviously needed 
18 a^cause, StronA^^^cvidence at the Monopoly Subcommittee's 18C8 
heanngs sugijested the need for laws to limit the use of- underground 
vfater for irrigation to the amounts normally re6tore<l to these aqui- 
fers by jpatural recharge. Tliat would^stop tJie practice of ."mining'^ 
of the aquifers by the corporation farms. • 

I might point out that this is, I think, a critical problem. Out in 
Central Yalley, C^lif., I f)nducted hearings a few years ago on the 
Central Talley reclamation project. Some '20 years ago, or there- 
aboutsj the water level was GO feet. Small farmers who farmed there 
could pump wiiter for irri/>ation efficiently. Several liuge corporations 
owning 50,000,-75,000 jtd 100,000 acres in the Central Valley started- 
irnjtrating heavily and^ pulled the watef table do^Vn some 600 fe<5t— 
I will correct the figure for the record, I think it is 600 feet*— until 
they ran into what whs called a corcoran clay. 

Finally, they got down to 1,200 feet and werer drawing brackish 
water. Of courso'thoy had increased the cost for all small farmei^s to 
irrigate.* Tliey had mined one of the great aquifers in the country and 
they came to Congress and asked for a reclamation project for iryi- 
gation. And Congress has auth6rized and is appropriating the money ' , 

. for a $500 million reclamation nroject to produce water for irriga- 
tion, ono^f the puiTpoee^ of whicli is to allow the seepage of that water ' 
to raise the* water table from that 1,200-foot level on up higher. 

Ilio same thing is happening to that great, aquifer, the Ogallala 
Basin, an underground reaervoir underlying parts of Nebraska, Colo- 

♦The flguffg have be^n checked and tre correct ^(Note ijipplled by (fenttor Nelion.) 
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rado, Kansas, Oklahoma, and Texas. Much of thfi* area is being heav- 
ily irrigate now. In Texas, w^ter table IotcIs have been 
irrication several hundred feet. 

This is a natural resource, a national asset, that ou^ht to be cmi- 
troUed by the Goveminentj and nobody should be pemuttcd to reduce - 
an aquifer below the level to which it will be naturally recharged by 
X the infusion of water. *• 

JNTow, another big cause of our rural troubles is ihat public and 
congressional knowledgt^ of developments is not keeping up with the 
pac<5 of developments. Tliat problem is one the giant corporations 
don't want solved. Indeed^ they are helping fo perpetuat^^ it because 
they benefit from it. Tlio Monopoly Subcommittee for many years 
- has been conc<»med \vitli the problem of (j#ri}orate secrecy, not alone 
in agriculture: but in all economic sectors. T)ur attack on>tlie problem, 
begun in 1968, will be renewed next week, when we reopen liearings 
on? the role of giant coi7>orations in the economy, with corporate 
secrecy the express focus. On November 23 our exploration of the im- 
pacts of cori>orate giantism and wi^porate secrecy in agriculture will 
, i*csume. . ^ 

Hixtwu questions about seven diffei*ent types of corporate 
will be^ studied by the subcommitteo during these hearings. Tfie 16 . \ 
querttions and the seven types were listed in the Congressional Record . - 
of Oct^r 15, 1971, at page SlCm 

For jnirpoises of the hearings, the term "corporat-e •secrecv^' is 
defined as the conscious, deliberate withholding from the public of 
valuable information possessed by*^brporate management. Of* the 
f^ven main tyi)es of information so ^vitluield, tlie first two have par- 
ticular importance to studies of corporation farming. Tliey are: (1) 
financial infonntltion about the separate organizationej, industnol, ^ 
^ and geographical segments of tlie businessy and the int^jrrelationships 
of the segments; and (2) information^ 9n industrial and natural re- 
^ ' sources ownership and control. ^ , 

An example of " the first typ^ of information would bo the profits 
or losses realized *Stato by Statc-in the tract^>r busine/s, the feed busi- 
ness and the farming business of a giant conglomerate engaged in all 
those businesses, plus oiJl;smd others. ^ 

An •example of the second type of information would be the land 
, ownership and control, State by. State and 'county by county, of a • 
giant corporation engaged in various kinds of agriculttiral, mining and 
other uses of land. , > • - • ' 

It is interesting but hardly surprising that this subcommitt4ee, start- ^ 
• ing out from a base of concern for migrant labor, has ended'up on the 
same doorstep as the Monopoly Subcommittee, which started out from 
. a base of concern about small business. It is, of course, the doorstep of 
/ the giant corporations. In "this country, it seems that many of the 
large prol)lem8 lead there. But here our two subcommittees are up 
against thb same question : secrecy of giant corporations about their 
owner8hTi)of land. ^ 
• ^ Given present budget and staff limitations, it is probable that any 

single Senate sul)committee -and i>crhaps the whole Senate--will en- 
counter difficulty, to say the leasts in getting helpful answers from 
the corix)rate giants. Oonsequently, it is with pleasure .that I note that 
the Monopoly Subcommittee's efforts to bring down the veils of secrecy 
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surrounding all areas of corporate power will be supplemented bv 
this suboommittee's efforts t^ add 'to the public's kSeS aLut 
land ownersliip by the agribusiness^congloraerates. ' ^ ' . 
PAiSi^if ir^y predictable that the corporate giants will wrap them- 
wfa^AiiTi!?*"*^*'^ Pi* t"^ enterpnso and business privacy when 
l^"^ broa<le9t kinds of land ownerahip and seg- 

S^I.^T Pformation-^say at the three-digit levels of tlio 
hS^i S Classific^t on (SlC) system. But I predict that, 

before the Monopolv Subcommittee's hearings arc over, we shall have 

.level and even below, from some of the largest corporations at least, if 
tlus country IS to restore a competitive maiiefesystem in certain indus- 
tries where it has long been dead or dying. LLmunmaus 
It IS often repeated that fenowle<lge is power. I.ess often recalled, 
perhaps, are some words of Daniel Webster about power. ' 

I ower naturally and necessarily follows property," the creat states- 
^n/n?'^ T^^'lf^ the Massachusetts (iventioJ inS And he 
M^inl^ ii'^^r ^^'"^ speech to observe : «In the nature of 
tmngs, those, who have no property and see their iieichbora noqseqs 

s frtf»o?^^^^^^^^^ ^ = 

Kl'h^V.w ''"'"r- ^ r subcoSSfS wm 

tiornov V f«S'^''"'"*-'''"^^^^ ncreaso-our store of informa- 
tion, noV sadly lacking, on coriwrate land ownership. Together wo can 
perhaps do more than twice as much as. we could each (To separately, 
and It 18 surely true that we both need alUhe help we can gft ^' 
^^Ir, Chairman, that concludes my statement, anJI tliank vou for the 
S2^.S^.'* P«!9enting it. If /pu like, I ^ill submit my subcom' 
S £1 li^mS^^^^ ^ wor6ing.paper discussing the W three 

/n« . i" <l"<'5itions for inclusion in the record. 

( llie information referred to follows} : 
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\p HfiutXMoe on coRrauiTK tlClUKr^ 

BirOlUB THM 
SUBCOHKITTSX OM HOMOFOIiY ! 
- - ' or THI 

• V 

gXLBCT COMHITTBS OK SMALL BUSIMlSii mfX1*XD BTATIlKfltfATX 

^lyrilPf MAJOR QuySTIOtiS to PK COHSIPKIUP by THI gU BCOMMITTEB 

' Qutition X , What is wimaatt hy thm t«ri» ••corpomt* ■•cr*cy"7 



Qu^gtion 2 . What »r« th* principal *»p«c±a and typ«a o£ corporat* 

Quaatioti 3* What ar* th« •conowic and social purpoa^ia, h^nmiitu, 
co«ta and iinplications of corporata sacracy^ from th« viavpointa of 
giant corporation^; anmll buainassaai conaumara,. fanMra, inyantora« 
invaatora, aconomiata, acholara, la3x)r, raguXatory aqanciaa concarnad 
with auch mattara aa fair pricing and tha protactior? of tha anvironmant, 
and othar grojupa in tha aociity? ^ ^ 

B» Raqular and routina oorporata inforiwition diacl9 aura today* 

Quaation 4 . What kinda and quantitiaa of infomuition ara tha ^ 
giant corporations fumiahing to tha public, to govarnwant, or to 
X>oth today*— , 

(a) through thair puVliahad annual r>«>orta and 
voluntary diaclosuraa to privata diraetoriaa'and variotia 

. h^ainaaa and^invaator ^uX>licationa? 

(b) through raquirad filings with varioua aganciaa of 
radarali itata and local govarnaias^t? 

Quaation 5> How accaasibXa or inaccassibla to tha public is 
tha ^fonaition pravioualy fiXad and currwitly baing fiiad by giant 
«>rporationa with tha varioua aganciaa of govarniiant? 



V 




12 . 



1 



SIXTJMM MWrOR QUESTIONS . " 1 ' V , - Page 2 



Queation 6, What probi^ems of . con4>«cab*ility and oonqprehenfil- 



, ft. 

bility eaciif in'uAxn,^ corporate information -^ilad with; governar^t? 

- ' ' . •■ • -• ' ' • * • ■ •. . 

C» irregular and ocda»ional tortforate infdrmatioh ai»clo»ure > 

^Que^tion 7, What .3cinda< of \infomat ion about giant corporii^^ 
^avei!) come into .the *^ublic domkin through other than, routine sources « 

,^cii:-*8— ..W/-;, ^ . k ■ ■ ^ ■• 

(a) pxibiic records Of litigation in federal an4 State 

d ' ■'♦epurts? • i. * 

» ^ (b) Congressional hearings records? • 

; (c) reveflations of Corporate insiders aind former insiders? 

' Questiph How can the si$ai:^ businessman and small farmer (and 
their lajwyAps), the^small investor (and his market ana,lyst or mutual 
fund>«# the vfOiPking man (and his tra^e union) , the consumer^ (an$ hisic 
publid advocates) r and 'Sll the other interested persons firid-"*ahd use 
the information thaf'is technically **avaiiable**<»-but deeply buried<^ 
in these obscure^ inipiense and labyrinthine sources? • ^ 

/ Q uestion g^ How can the groins mentioned Un Question 8 them- 
. selves enqploy these lipecial and occasional agencies->-the pourts, the 
^tongremmg corporate whistle blowers "^-^-to cause corporate giants to 
, disclQse further inf6rmation? ^ 

!>• ; • Routine corporate NONMiis closure today : proper and 'improper areas 
. of stacrecv , , 

^ .• / 'J'. ' , 
- Question 10, What kindrf of infoannatiori from and about giant 
cerporatio^s should be but are not i^o^ay routinely .ayailtisle ^o the 
publio« in, a sVftematiCf Accessible form? r^-^ " 

. ' ^Question 11 ^ What kinds of information are^ gizmty^o^oiifations 
today furnishing^ to govenim^t agencies (and ^o what government 
agencies) •'in cdw^idehce''---that is, with a pipomise. from the govern- 
ment that the piA>li.o will have no access 'to it? > 

: Question :12 > What lure the prop«r purposes, sbope and limit'iitions^ 
of coAfidentiil treatment for corporate disclosures to government 
agencies? - , ^ 
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^ . Quegtion 13 , What are the legitimate, dafenaible purpoaea 
^ and areaa o£ corporate secrecy?. How much and %/hat Icinda of 
corporate infonnatlon quite properly should ba withheld-?- • 

, * (a) jrom the public aj:. large'biit not from government? 

<J fi^ora eypryontf pUt8'idei*the company, including 

government? : • - . ■' 

E, . Areas for admihiatrative iroproveroent , ^ ^ 

Question 14 . Vjhich government agencies, im^er existing statutory 
authority, could do 'a better job of collecting and publishing infer-* 
martiion fvom and abouti giant corporations? How? . 

F* Areas for legislative improvement, ^ ' 

ft * ' 

' Question 15 . NhaA; ex4«ting legislation in5>airs or impedes 
disclosure of informatipn about giant corporations that should be 
in the publie domain but is not? * 

. . • ■ ' ■ 1- - -\ 

Question 16. What existing legislation should ber- amended or 
repealed, zqid what new legislation should be considered and enacte4« 
to cause information about giant corporations to come into the 
public domain in more adequate quantity and quality and in more 
accessible forms and*- places? * ^'^'^ ■ - 
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working Paper A 



THE HATTOE Airo ^IMKNiSICajS OP CORPORATE SECRECY 
The subcommittee * « Major Que«tion» 1 through 3; Diacussionr Theories , 
^ y and Some Further Questions * . * V 

. fiuestion 1. What is meant by the term corporate raecrecv*^? 
, ^ As used here, ^corporate secrecy" means the*^ cbnsciot^s,. 
4<^libe^fate Withholdiiiif J f rpm thJa public/ for whatever reasons, of 
yaiuabie information: pi3#sessed by corporate management* UnXestf you 
>say mor^ than that, you cannot say that corporate secrecy is ''good" 
or ''bad.** Some types of corporate secrecy serve usefu;|k economic and 
social ends. Other types do not. Also/ t;he same type of corporate 
secrecy may be "good** in one context and "bad** in another. For 
example/ it may be proper and even •desirable for small, simple 
corporations t6 keep to themselves certain kinds of information^ 
while it would be undesirable fot giantv complex corporations to ■ 
keep the same kind of information secret. One theory^the hearings ^ 
Will explore is that, as things often work out today, the actual 
situation^ i3 just the revprs): sm&ll businesi^must live in a goldfish 

V ' . 

'■ ' '' " * . 

* Jhis working paper was prepared by Senator, Gaylo'rd Nelson, Chair- 
man, SubcommittW on Monopoly of the Senate ^mall Business committee, 
with the assistanj^e of the subcommittee staff » Xt is intended to 
serve a^^ an aid to discussion at hearings ^on corporate Secrecy* This 
paper has not been approved or disapproved by other memibers of the 
subcommittee or full committee and should not, therefore, be read 
as necessarily reflecting the views of either. (Footnotes are at ^ 
the end of the^aper.) . 
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. bowl» whll« big businsii .■ucc«8s£ully hldsi i^ron^th* public 
informjit^on that ■hould-b« fr«ely ayallabl* to h«lp compvtltlv* 
ca^ltallmi wor)c b«{,ttttr for al3r thtt psopltt. o 

Qu«ition 2. What m:» tfhm firincip>X irap^cta md tvp«« og 

^ ' • ■ ' / ' 

corpor>t» ■•cycy? « 

• •* .■ . ' 

« Ab thttsa httiurlngi bttgln«^h« Subcoon^ttM will thiiiking . 

abbut ttim policiM and .practic«« of giant corporationa in concealing 

. . ■ *' ■ ■ 

or diacXoaing aaven tyjpmu of vaXuabla information* Thay arai' 

(1) Financilkl information a^ut tha aaparata organizational, 
'industrial and geographical aegmente of the buaineaa, and the inter^ 

relatipnehipa of the eegmentai 

(2) xnl^omation on industrial and natural reeourcee owner* 
■hip and control; ' 

(3) product information needed by or valuable to consumers 7 

(4) informatioh pn*new discoveries), and on how.lmd why 
decisions are made to put on the market or withhold from the market 
new products and technologies; ^ ^ 

(5) * information about government procurement and government > 
contracts; 

(6) Bnvironmental impact informlition; and 

(7) information *0n employment policies and working conditioni 
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P«g,« 3 . ■ ■ 

^ ' Obviously it Will b* a hard job w)d tak« a long tins to 

# • 
look into all t^oss a:|7ttaa of corporate ■•cr«cy« In th« first phass 

of thtt h«arings-'->a phas« that may tak* a y«ar or ntors-- th« ■ubcomnitt** 

♦ '*4iill hm pri»aril^ conc«m«d Sinly with th« first two, although w« <f. 
will not prevent witn«ss#s from offering teetimony on afty others, * 
including^ areas not even vnentioned in this list* / ^ 
( Questioti 2«»1 ^ In addition to the seven listed in 
"Korking ^aper A, ifMt other aspects and typ'eiT of 
corporate secrecy deserve Congressional consideration?) 
But in this paper the remaining discussion will be limited 
to the subject of conceaiment and disolosur* by giant corporations 
of the financial aspects of their operations* The main-- and ^ 
staggeringly large-^~<;tu*ations are: 

< ( Question 2-2 *) Khat are the giant corporations ' % 
investments, costs, profits and losses, itemized along 



recognizable, comparable organizational, industrial and 
geogj^phical lines? 

( Question* 2-3 *) "what do the giant corporations own, 
in the way- of industrial and natural resources? 
# (puestion 2-4 *) And *^o owns the giant corporations? 

There should be no illusions— we have none— «that one Senate 
subcomittee, with a tiny budget and staff, is going Ho oome up with 
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vmty Many |>r«viouBly unknown mnmvmxm to qucitloo* flueh^ai thoi«# 
although v shall suraly try* Xt will b« causa for prida if a van 
a f «w of the nuggata of Valuable Iqaqwladgaifljjmo^ Btubbomly concaalad 

ara unsarthad* ^> , \ ^ * 

■ ** ♦ ^ ' * 

* lUthar« tha ^bjactiva and hopa ara- td^ maka a rfdord that 

will show how large thm areas of secrecy are* ti^t, in turn, nay 

assist the Congress in aiaking ^;udgnants On how much of the business 

secrecy-— now practiced and defended in the niM of free^terprise*— 

is actually harmful to free enterprise # small hd^na^ s« and thtlH, 

ganeraJI^ public « I'inally, the record may show ^at can and must 

be done to move the country toward a liriderf more equitable sharing 

of industrial information, to the benefit of both economic and 

political freedom* / : ^ ' . _ 

' \ our ultimate aim is to restolpe^ f^rce and meaning to the 

proud' American claims# now dubious/ thAt ours is an open society 

and a coaqaetitive system.* 

' Question 3. Hhat are the economic atfd social purposes* 
benefits* costs and implications of corporate secrecy, from vaa^ious 
viewpoints? : " 

Hamarks of two witnesses at separate Senate subcommittee 
hearings in recent years illustrate the way the same kind of 
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■•cr«cy'~**or di«clo»urii— -can look good br bad,; dapanding on tha 
^iat o£ vifWp V/ 

Attto mmuf«cturT»''¥i€rwpcdnti Sacrecy Bwfici«l» Diaclo«ur« 

,« , ■ ■ ■ ■ " ■ . --II ^ " ' '# 

H«r»ful « ' / 

■ • 

in 1969/ t«»tifying b«£or« thi» subcoMmittM, ;th« pr«iid«x|t 

>*• . V " — ' s ^ ^ * *t • 

of th« Autonobila Manuf acturars Afioclation saidi, • 

- ■ ■■ ■ • * * • - ■ ■ . 

Tha disclosure of datailad financial data by 
a cMpany would ^«nabla cowpatJktors to datarmina its 
jpoAts of waakn*«a and strangth*. Tha cbi«pa1;itors 
could than avoid d cosipatitor * s sfipangths and axplbit ti 
his waaknassas. DataiXad Xnowladga of a conpatitor's 
cost and profit data would^ for axaiipla« assist a 
Manufacturar in waking decisions about his own production 
of a con^titiva unit. Accounting »athods and prociduras 
thsMsalvas ara considarad important ^wanagarial tools 
ju)d.propriatary In natura; ra;.aasdi^of datailad data 
through which thasa mathods and procaduras could ba 
ravaal«d would' ba« in my opinion, undasirabla. 1/ 

7 

Fadaral Trada coaaiissiotf's Viawpointt ^acracy Harmful* Oisclosuril^ 

B«>aficial . » • . 

in 1970, tastj^ying bafora tha l^an^ta OTudiciary Subcommittaa 

on Antitrust and Monopoly, th* chairman of ti)a JPadaral Trada 

Commission said: ' ' ^ ^ 

Xn a markat aconomy, tha ras^onsa^of b'usiHassman and 
in-srastors to profit oppoartUQitias critically datfrminas tha 
rational allocation of rasourcas« in racant yaars as morsr 
industrias hava com undar tha control of oongloMiaratas, 
profit information op a prSbuct basis 'has baooma prograssivaly 
lass availablaa Ha racmnand that tha SIC in consuitation 
with tha FTC ba diractad to axpand its product lina ra- 
porting raguirasiants for multiproduct firms. ^ 
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In oth«r vords# it'aliiost cartalnXy is not good # from its 
own viewpoint ^ for a giant manufacturing company to Xat tha public 
(and tharaby its conpatitors) know that it- is r«aXlxing a 75 p^rcant 
ratwm on invaatmant in a j^articuXar product Xina— Xat*a aay^ 
for h^fpothatical axunpXai goXf carta* But juat aa*'vCartainXy» it ^* 
good for tha conpatitiva procaaa and tha conaunara of goXf cartli 
for tha^%#ord to gat around* Aa tha FTC chairman notad^ **tha raaponaa 

/ ' ■ ■ . ' 

of ' buainaaaman and invaatora to ptofit opportunitiaa** auggaatad 
by tha XnowXadga that'ona company ia making a 75 parcant ratum on 
itli invaatmant ^ in goXf cart manufacturing wouXd raauXt in^a "rationaX 
AXXocation.Qf raaburcaa" by othar prof it aaakara^ who wouXd ruah to 
invajRt in that industry « tharaby incraaaing auppXiaa of^-and 
compatition in*-"* goXf carta r tharaby # in aXX probabiXity/ bringing 
tha pricaa and.prt>fita down to- mora normaX and raaaonabXa XavaXa* 
But from^tha AW praaidant'a viawpoint^ and tha auco^aafuX company *a# 
nawa qf^ "^la kiXXing in.goXf carta ahouXd ba catafuXXy concaaXad by 
burying tha coat and profit data, for that product Xina in a maaji 
of conaoXidatad figuraa^ to avoid ravaaXing anything maaningfuX 
that a coaqE>atitor couXd.'^axpXoit*^ Among th^ maaningfuX thingif 
thua to ba concaaXad ara'bita of information that might tip off 
compatdtora (orr pathapa, tha^tax and antitrust authotitiaaf about ' 
**propriatary^, accounting aystims. 
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P«g« 7 

Vhi FTC chainoan wanted thii claar^ and passibly ^ 

inraconciXaibla conflict batiraan tha public and corporate intarasts 

to ba rasolvid in tha public's favor. Ha racoMkandad 

that tha SBC in consultation with tha rrc ba diractad- 

to expand its product line reporting requirements * " 

for wiltJlproduct firna. ^ 

Bomm idea of the extent to which that^ excellent . recoMMendation has 
bean carried out thus far My be obtained by ccmsidefing two 
axaitples, iD^e hypothetical and one actual. The hyipdthel^ical axM|fle 
relntes to progress at ,the BtC and the actual "^exaMpXa to progress 
at the rrc in the expansion of "product line reporting re<|uiriiAents 
f oi: amltiproduct firms. " ^ 

The iKC« Fom 10"K# end Two Golf Cart Manufactureys . ^ 

Z«at us ^ first consider the iM^ct of present (recently 
\ • * . - 

revised and ia^roved) SIC reporting requirenmts on two imaginary 

firmav Conpany A and CdJ^pUny B« each of which « in 1970 « had sales 

■ * ■ 

of golf Certs amounting to $2.7 million #^ (Golf carts « it may here 

usefully ^ba noted, are classified by the Bureau of the census as one 

% * . 

of seviia product lines of an industry group styled "Motorcycles « 

bicycias and parts, 

' C ompenv A manutactures a fairly complete ^ine of **Hotor*» 

cycles, bicycles andr parts,** and nothing eise. Xts^l970 salea 
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|17 Million* Golf carti^ accounted for 16 p«rcfint of to^l 



■ftl«« and (bttcauac thay wara quita prof itabla) , 22 parcant of total 
coaipany profita^r coaqpaiiy in 1970/' raalixad 4 parcanj: on ita 
aalaa ovar«-all. It haa alwaya xaportad only conaolidatad aalaa, 
coata and profit a in ita annual raporta to ita atockhaldara and tha 
BSC; b\«t an attornay-^aaiinar for tha SBC ia now attongly auggaating 
that, purauant to Itaai 1(c) (2) of tha annual raport 'form, Form IQ^K 
aa racantly aiMindad, Gonpariy k m^uld . itaaiixa tha cxsntrihutionli to 
jialaa« aaparataly, mada by tha following '*claaaaa of aitWilar producta**; 

* (1) inotorcyclaa, (2) biqyclaa/ (3) golf carta, and (4) part a for 
Motorcyclaa, bicyclaa and golf carta. If iit doaan't lilta.that, tha 
axaaiinar aaya, Conipany A could alact inataad, undar Itaai 1(c)(1), to 
raport aaparataXy tha cpntributiona to aalaa ^ t>rofita and loaaaa 
Miaida by aach of tha^ following t^#o "linaa of buainaaa*": (1) aiotor- 
cyclaa, bicyclaa and purt^, and (2) golf carta and parta, Tha axajninar 
aaka whathar« it^ia not trua that, in 1970, aach of thoaa four product 

' linaa contributad 15 parcant or mora to total aalaa, and aach of 
tboaa two ''linaa of buainaaa** contributad 15 parcant or Niora to aithar • 
total aalaa, total profita or total loaaaa* 7ha company adadta both 
atataawnta ara t^« Tharafora, tha axaminar aaya, tha Mindad 

' Form lO-K, Xtaai 1(c) raqUiraa that company A raport aas>4u:ataly' aa 



(Th« naxt paga ia Paga-dA.I 
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ax 

•ttg9«gtttd« on« %my or tha oth^r* Tha ooi^pany'wwntB to resist thi«i 
At itm ItMymx t«llB it that, if tht SSC insistf^ t^M^pr«««nt l«w 
would prpbal^ly aujitsiii thtt •XMihcr in raquiring disclosurtt 
tm %f«nts* 

Qpiipanv also Mnufacturas « fmlrly coMpl*i:«^lin« of 
**Hotorcydl«B, bicycl«B and part including golf carta, and it a * 
aalaa in that induatrial lina aaKHtntad to |17 adllion in 1970. But^ 
in csoaipany B*a caaa, |17 million vaa aoaathing undar 1 parcant of 
total cfompMny aalaa (|1«9 billio«i) and laaa than 10 x>arcant of total 
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■aXw of ^"Traniportation •quipiwnt" anounting to |X80 Million, 
Oonpany ^> mX«i of got* *l«o happwtd to b« id«ntic»X to' * • 

thos« of Conqpany At |2.7 itiXXiooT but, partUXXy b«caui« of \ 
puxchMing and ai«r)c«ting X«v«rag«« «|tribut«bX« to Iti gr«ai 

C0i|5>«ny B»« goX* caft laXai accounted for 29 p«rc«nfof iti • * 
totaX*profit« in i^ti ••Motor cypXa*, bicycXaj and parti'* Xiha of buii- . 
naaa* coi«parad to 22 parc«it"'in OQa«>any A, Howa^at, in iti annuaX 
raporti to itockholdari askl tha 8KC, Conpany'B-aXactad to ccmaoXidal^r 
aXl financiaX data partaining to tha •'MotorcycXai^ bicyoXai and , 
parta? Xina into anothar, Xargar Xina« of buiinai^^ laXaotad, dafinad 
and nMMd by itiaXft ***ConiUMar dvArabXaa.** Anothar lubitioitial 
part of Ooa««my'B'« financiaX data on product! which it. raporti 
to tha Canaui Buraau undar standard lubhaadinga of tha standard 
induatriaX cXaisification^ "^Traniportation aqui^Mnanti** it consoXidataa 
in ita annuaX raporti within anothar Xina'^f 'buiina«i laXactad, 
dafinad and na»ad l^y-itiaXft rinduatfiaX kadij^ry and ■uj^l.iai.'' 
Ooaqpany B raportiHl to tha ««C and tha pubXic X970 aaXai of |2io 
MlXXion and profit! of |X5.e ndXXion in^'^^onauMar durabXaa** and 
aaXaa of |350 wiXXion and a Xoaa of |X.2 MiXXion in • '^XndustriaX 
Machinary ai>d ■uppliaa,'* (War*^aXX« poa«>«ny x raportad u ratum of 
4 parcant on laXaii a parfomnanca idantioaX to.CoiKpany A*a. An « ^ 
attomay-HKKa&inar at 'tha ilC luggaatad to Ooaipany x'l oom^oXXtr that 
it Might itaka »ora aanaa to braak out and report aaparataXy 
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•rraniportation •quipwiwif m h Hn« of )Msin««i^. coa^y b " 
politely but firmly dsclirfikl, poinUn^ out that ^im«port«tion 
•quipwsnt* ii not* in it» accounting ndhmm of things, « r-^gulM?, 
r«cogni«#d "profit cmntrnx,"* and, b«8id«s, as a lin« of buainsaa 
rrransportation •quipwwt- did not accpOnt for 10 p«coMtt of aaUa, 
profit! or loMMx th«r«fo«i,. it is riot r«quir«d to b« itSMisad, 
(•m itam 1(c)(1) of Form lO-K, *« a»«idad.)' Tha coMpany's gmaral 
counsal assurad tha BWC that Ot3ii|>any b would go to th« fuprawa court* 
bafora it %»uld auhaiit ^o tha axaminar* a suggestion. 
flyffIX gtfflnass Viawointt gacra cy Qivaa Big Buainafs OoiK>atitQr 

If you vara tha prasidant of Oo«q5>any A in tha foragoing 
hypothatical, you would probably faal that tha SBC* a diaclosw^a 
raquiraMants vara giving your giant coatpatitor an ij^portant adga 
^on^you, in tha raaba of information, wholly. ynralatad to any natural 
or aajtnad^ itarkat position, ^ • 

. . Tha rMl world confooMi to this imaginary axaiivla. , At a 
mywpom,\m on public raporting by congloaMrataa, hald at ffuXana 
Univarsity in 1^68, pr. David «oloaions, proifassor of accounting 
at tha Wharton School, told tha Maytag storyi 

X grava inaqui'ty ia pakpatratad by jagt raquiring 
tha raporting of aagiMital /raaulta^ for ccM^MUiias Wing 
a narrow. Una of producta lay faal at a diaadvantaga 
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^ eomp^^ with »Qr« div«rslj9i«d co«|>«nl«tt* A good • 
' «)C«ffpl« i» H^ytag^ Bp^cialixlng in hoHM launAry . ^ 

•quis^bttnt, XtB principal coiipatitors ara no »or« 
* ' than •oMiviaiooa of 'tha i»ajor applianca divialona- 
of coaipaniaa lika oanaral Xlactric« Ifaatinghouaa^ 
^ ,mnd tha Frigidaira Diviaion of Qdnaral Hotora* 
Kaytag^a raault* ara of conaidaral^la intar«at tm tha 
}>o«ili laundty aubdiviaiona of thaaa coai()|uiijiia# whara'<» 
aa Maytag can laam littla froai ita <»Mpatitor'a 
accounta. 4/ 

Q i pcianixad La bor Viawpointg Sacracv QivHa Manac^iiltot^^ a 
^vantaga^ 

Th« advantagaa of aacraey'"--or diaadvantagaa^ dapanding 
on parapactiva— apply in l/Ojor nagotiationa/ Tha^union way auapact 
that ^raat pi^ofita ara baing »ada in Coaq^any B'a golf cart plant and^ 
that tHpaa profi1:k ataai, in p«rt^ froai laboxf productivity gain a, 
^in tha l^nafita of ^ich laS^or ahould ahara. But if tha union 
cannot gat accaaa to tha coaipany*a racorda of aalaa, coata, profita 
and loaaaa nt any lavaX lowar than tha inmanaa and arbitrary **Cpx)auiRar 
durablaa** lina# il: ca^n naithar confinn nor diaprova ita auapicion« 
Vha C0Mpany *a nagotiatora/ of couraa^ will tail tha golf cart plant 
workari that labor coata ara high and labor productivity only ao-ao 
in B'a **Conaujaar durablaa** oparatlona^ to arriva at thoaa nunbata, 
to b# aura, Coaqpany B will hava •♦conaolidatad'*-- or avar4!itd-- tha 
outatanding li^r productivity raaulta in tha golf cart plant with 
tha aboitinablar^mlta in anothar ^''Conauiiar durablaa" plant in 
^othar atata— a piant waking waahing wachinaf. But whan tha union 



asks for th^ separate data on the golf cart and washing machine'^ , 
factoritfSA thf^ are ^tsold that t^at i^t top-secret^ proprietary 
inforMtion,'* the.disclosure of >*ich^^ * , 

iecurity of every worker in the company *s eii^loy. ^ Conclusion of 
the bargaining: ♦•Sorry* fellows and girls« you 'oonsuitter diirzdaies' ' 

• • ■ ■ - : . ■ • ■■ 

workers will just have to get . your productivity up before 'we can 
get you ^ a' raises" ' / 

Some further atfeat ion s > v 

^hls tisile Of the two "MotorcyclesV bicycles aifid pjarts" 
manufacturers sucrges^s at least the^'following additional questions!^ 

( Question 3*1 .) Given the application of preseiiit . 
^ SBC line-of-business repOBting requirements, just reyeaied/ 

' to two companies each making sales of ^2.^ miUion a year 
in. golf carts and also making other sales of other items, • 
should the disclosure requijeements for either Company A or * 
company B/ or for both companies, be changed? in whf t way? ^ 
( Question 3-2* ). Is there som% quantitative measure or ^ 
benchmark of a company's size, diversification, or both, ' , 
^ below which its segregated sales, cos^ and profit infor- 
mation about a particular'' product or line of "^products 
should be deemed properly pro|prietary, and above \rtiich the 
Corresponding information should be deemed appropriate for 
itemized public disclosure? 

• ' ' . . ■ • ■ , . ■ - ■ ' ■ ■ % 



^ page 13 

/ ( Question a-'S ,) Are there significant policy aivd . 
conceptual problens involved in reconciling-*- 

(a) the idea of **generally acci^ted accounting - 

■ - y 

principles,** the time-honored ^erm familiar to all 
readers of CPA certifications of corporate financial 
statements/ ' 
witti— . • > 

'*(b) the idea of ''accounting methods and procedures 
.V ^which/ themselvee are considered important managerial 

tools and proprietai^ in nature* ** the bold concept . 
advamced in the Automobile Manufacturers Association's 
forthright defense of corporate secrecy, quoted alxDve? 
The rrCi the QrR# and"* the Strange case* of Iiing-Temco-Vought ^ 

Others who^ are disserved and disadvantaged by the consoli- 
dation of financial and operating statistics of giant corporations 
; are* al3. the groups that use rFederal statistical services for ' ' 
industrial ^alysi a. Here an actual rather than hyi^thetical 
example can illustrate the nature and dimensions 'of problems that' 
are now pervasive. 

Since 1947, the Federal Trade commission and the Securities 
and exchange CORiroission have jointly compiled data for and published 
a statistical reporting service called the Quarterly financial 
Report for Manufacturing Corporations , widely ^and familiarly known 
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as "thli flga**- This publication purports to give quarter data ' ory 
uAi^M, costs and expenses, net profit from operations,, other income 
or 'deductions (net), n#t prSj^ before and after Federal income 
taxes, depreciation zmd depletion, and several balance sheet items. 
Separate tables present these statistics, both in ^dollaif-amouAt 
and in Iratio forms, fot all Manufacturing corporations in the 
aggregate, for all manufacturing corporations <all industries) by 
assetji-si«e classes, for durable goods and nondurable goods corpo- 
rations by asaets^size classes, and for manufacturing corporations 
•^principally" engaged iri various named industry groups. Each issue 
presents separate data in pairaUel columns for each ^f the last 
five <juartera, so that trends can be noted. \ f 

\ Publication of the QFR costs the taxpayers (in excess of 
modest revenues from paid subscriptions) about $500,000 per year. ^ 
The piirppses it is intended to serve (some of which it still is 
serving) are easily worth that amount, and mpre. Those purposes — 
paraph^sed from a statement in the "Explanatory Note^'* at the head 
of each issue-- include aid to government and business planners 
in analyzing current business conditions, in estimating national 
income trends, in estimating current tax liability and future 
tax receipts, and in determining current monetary* and credit policy. 
The QFR is also intended t;o*help its readers evaluate th« current 
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financial position of small business , and to help the free enter- 



pns« «coaoMy itself function con^titively and efficiehtly« As 
the QFli "Kxplanati^ry liDtes" put it« this l^t, vital pux]pose is 

served by enabling ^ ' 

i- . - „ " , . . . . ■ • ,,- 

• thousands of nbngovernHent subscribers to measure 
efficiency and appraise costs by comparing a company's 
operating results with; the average performance of 
companies of similar size or in the same line of 
business « to determine i4iether to undertake new venturer 
I by comparing the prof itabi^ity of varioua types of 
' \ business activity^ and as a guide to the relative moVsment 
of sales and profits in order to reduce 'controversdes in 
wage negotiations* , \^ 

'^Let^s see how %mll the QFR serves those purposes by trying * 
a few exercises 

Suppose we want ''to determine %rtiether to undert£ce new 
ventures** in our did friend # the golf cart industry. Disappointment 
no. Is the QFR industry groups that seem relevant only, go down 
to "Transportation equipment** and two principal component industry 
groups thereof, ''Motor venicles and equipment** and ''Aircraft and 
parts*" So forget that use of the QPjR; that was an unreascnable 
expectation anyway. - 

So let's suppose we own. some stock in Ling-Temoo«*Voughtr 

that astonishing conglomerate that climbed up out of nowhere to 

~* t . - 

become^ by 1969, number 14 in Fortune » s list of 500 industrials 
ranked by sales. (Xt was number 15 in 1970.) I/TV managed to 
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attain, on c!on«olidat«d baaia/ a nat |baa of alaoat $38*3 Million ... 

on aalaa of ovar |3.75 billion^ in 1969, and a nat loas of ovar ^ 

169.6 ■illion on aalaa of aXaoat |3.8 billion in 1970/ according 

^o tha yortttna diractoriaa* ooncarnad by thaaa statiatlca, ^ 

dacida to ua« tha QFK to coaqE>ara our 

coa?>any»» oparating rasulta with th« avarag* parfonumca 
of cooqpaniaa . « • in tha saii^ Una of buainaas. 

wall, thi» iprovaa to b# a littl« bayond tha ora* tob, but 

it takaa up longar to find it out* Lat*a go throu^^ tha ati^a* 

Our firat problwa, obviously ia to d«t«ritin« which **lina of b\»in«»a 

I/rV i» in, for purpoaaa of claaaification in tha ory^ and how \t i» 

doing in its '^lin* of businass.'* ror that, wa turn to l/rV*a ' 

Form 10-K, tha annual Jcaport it filw with tha Sacuritiaa and \ 

■ ^ \ 

Xxchanga ooaMisaion. H« know that in 1971, for tha firat tinw, 
divaraifiad corporationa whoas fiscal y«ara «ndad oft or aftar 
DacaaOsar 31, 1970, hav« ba«n filing aalaa and incoma data by ^'lina 
of buainaaa** on a aoMawhat finar braakdown than pravioualy. Thai; ia 
happaning by virtua of a rac«nt chang*>n SBC rulaa* ' <Ha hava 

alfaad:^ gliwpaad tha naw Form XO-K at work in tha caaa of hypotha- 

^ 

tical oootpaniaa A and B abova*) 

IWJ^m Form lO-K givaa ua "appr oxiwata ^alaa and incona data 
for 1969 and^l970 (alao 19^7 and 1960) for aavan major iinaa of 
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ba«in«ift« Th« m99r*gat«* operating r«iults for all savmi w«r« 
135.3 Million incovM on $3.8 billion lalsi in 1969, and |7.6 million 
incoMjr on (ovrnz) |4 billion lalai in 1970. « (llav«xr mind th« 
iMMdiat^ly-^notttd diiczaptuncy batvNian thoia number ■ and th« onai 

frow lt>rt\ina i wa*ll lav* discuitfion of that for anothar ti»« and 

' 9/ • \ 

anoi:har working pipar.*^) Tha pavan linai of buiinaia and thair > 

oparating raiulti wara aa f ollowa i ^ 

Staal and farroui natal product! t $17.3 million inooma on 
11.056 billion lalai in 1969) |13.1 million nat loii on |994.8 
million lalai in 1970.^^ ' 

Maat and foodts 18 million ineoma on f 1.264 bjLllion lalai 
in 1969^ $11.3 million incoma on 11.463 billion aalaa in 1970. 

Aaroapacas $10.9 million incona on |712«6 million lalai in 
X969r |7«6 niillion incoma on $820,2 million aalaa in 1970. 

Elactronicit |3.6 million hat loaa on |247. 3 minion «alaa 
in 1969; »$1.3 million incoma on $243.3 million lalai in J1970« 

Air traniportations $3.5 million incoma on $325.6 million 
■alaa in -1969; $1.5 million nat loss on $325.6 million aalai in 
1970. 

Wira and cablas $0.2 million x^t loii on $94.8 million 
ialaa in 1969; $2.3 million incoma on $100.3 million lalaa in 1970. 
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- ^ ' floor C5ov*rin9t $0.6 nillioo iMt^losi on |109.3 willion 
• ■ 

■alM in i»69f |0.3 jiillioo nt Iom on IICH.? mlUixm mIo in 
1970. / f 

»o, \f turn to our QQ; to oompmrc ittV't op«rating* r»»ult« with 
**th0 airjtra?* p«irfor»anba of oo«p«ni«« « . • in th* mimm lin« of ^ 
buainMB.** , 

nincm our oowpany is t»vn Mjor lin«s of iMuiinMB {t^ ] 
l«utl)^ yoij might think w« would chicle Mmrma diff«r«it industry 
groups in tht to g«t our co«^i»oni« Immmi logical*. But wait 



Th« oonsolidatsd antsTprisa 'cono«j;>t tS* uittd in th« 
C-SIC quarterly financinl «sti]Mt«B« * 



a Mlnut«l D4»a3ppoint»«ht no. 2t tha "ftcplanatory llpt««»*' t*Hru» 

Th« oonsolidUi 
rrc-S*«c quartarly ^ 

induatrv claaaifioation . .Aftar a oorEprAtion haa baan - 
introducad into tha aampla, ita induatry /laijE/ ia ciaaaifiad 
according to tha lataat infon»atio<n at hand. IQ/ ^iMphaaia _ 
ai^liad, ttxcapt for paragrjqph haading aa^phaaiaad in originaj/ 

I3oaa that awan . * '.? could it Maan that VSV'm antira . 
conaolidatad financial data ara sll, aaaignad to juat ona induatry 
group in t]>a'Qi2? Aghaat at tiia thought, wa haatiin to othar aourcaa, 
hoping to find out it ian*t ao. ^ 4 

xmfortunataly/ it aaama that it if ao# or naarly ao. 



/ tDquiry ravaila that thara ia ona official liat publiahad by * 
SWC0 liiaaing moat of tha major corporation a whoaa financial raaulta 
ara includad in tha QFR > It ia callad Diractory ?f <;;gp panlaa Filing 
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Anaaal ilipQyf With tha fcttritUg *ivl Hxchmq ^ ootiwi«»ion tJtodag tb# 

tsiaiirltiM g ierfiarw# JVct of 1934. Alph«b»tlc>llv >M By Industry QlfOW%* 

♦ 

(ror Ml* by th« St^rJLnt«f)d«nt of DocuiMmtt^ oovtrnMnt iPrlAting 
Offio#r 13.) an th« xzntroduotion** to th« l«tcit i^aatM (D«o«ibttr 
1970), our darkflflt f««rs «r« cocifinMd* tfs rMdi 

iHiflnltioii iKDortinq Ohit 

« * * •• 

Th« orgatiixmtion or unit claaaif i«d oonaittta of t 
the coiapany and all sutHiidiarica included in tha 
consolidatad iflnancial atataiMnt/fl aubmittad to tha 
Sacuritiaa and ixchansra C oaw i iagion^ 

^ ^ latia of ooapanv Claaiificatlon 

Zn 9anaral aach co«q;>any waa claaaif iad on tlia baaia 
^ of ita waiog activity a« dataminad by tha product or . 
group of producta producad or handladi or aarvicaa 
randarad* Tha amior lina of activity aa raflactad by tha 
crroaa ravanuaa; of tha coa>pany waa tha principal critarion 
uaad in claaaifying tha company* 



iha ciaaaification of wulti-^product or multi- ^ 
induatry companiaa ia baaad^upon availabla infonnation 
aa to tha ralativa iwortanca of individual pro^jacta 
or activitiaa in tha ovarall <)parationa pf th«)rconao«* 
lidatad antarpriaa* In caaaa whara auch coaoaniaa 
hava no aingla lina^ of activity or product which i a 
dominant > tha ciaaaification liuat nacaaaarilv ba aoaMi' * 
what aubjactiva * 

. yarant and Siibaidiary Ragiatranta 

To tha dagraa that infonnation ia known ,» aub- 
aidiary ragiatranta (othar than railroada) includad in 
tha conaolidatad raporta of tha parantjragiatrant 
ara notad in a aaparata ti^ulatioh. '^Bmphaaia auppliad« 
^axcapt for aubhaadinga auqphai^iaead in originalj;/ 
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It i« ^ppATsnib froii thii d*ta on nnrmn **lin%a of* bii»iii«is»* 
«^ppli«d by LTV in Itm X970 JTom 10-K that thm XiM it c«U»d \ 
**lte«ts and fooda^ tma MOat ijiportant to It in th« Moat racant 
full y«r, accounting tor 36 i>arcant of o«r ooiipanya ooaaoUdatad 
aalaa and 149 iwcant of' ita conaoXidatad oparating inoo«a« 

Tha ^MphM^tlcml Liating of ooa«>aniaa'' in tha SK 

n ■ 

Ptrf^^^fflTY ooofianaa our ooncXuaion, Wa find for our coi^>any tha 
following atarkly aiaipla liatingt 

cooi 



BOCKW 
M0> 



^^•^ wiicwr»ico-.voooiiT mc, i-43et 



Induatry group 20a, in tha Bntarpriaa Standard induatrial 
Claaaificatioft (1968), ia^ «Haat producta**- Hoifavar, that ia a 
«rtarrowar claaaificatiott than ia uaad in tha fla* »o wa a«y hagin 
to ai^apact that tha conaolidatad cparating^ raaulta of Ungwraaioo- 
Vought, «inc.— tha graat phanacautical- and ohaaiical manufacturar, 
dafanaa contractor, aaroapaca giant, ataal producar, alactronifca 
and alactrical aguipwant »anufag4ittf&,^ and (at laaat for parta 
,of tha pariod 1969-aarp.y 1971) aporting goo^a wanufacturar, rug 
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iMunuf«ctur«rV wir« and c«bl« w*nufactur«r, wajpr dowmitic and 
Intarnational air carrlar, oparator dlractly or through iuiv- • ^ 
■Idlarla* of 757 aitabliihiiants in 47 ftatas, 29 foraign c<*uhtria«# 
vl C, Puarto Klco and OuMn-AWira aU cla#ilflad -on conaolidatad 
baal*** in tha flCr issuaa appaarlng In 1969— "aarly 1971 undiir 
tha haadlng: "induatry croda 20, Food and klndrad produc*!*** 

in tha word! of tha SIC Diractory > ••■owawfiat ■iibjactiva'* 

indaadi I 

Howavar, a littla clos^ itudy of LTV^i cptporata gtructura 
and of tha Diractory laavai*thii. luipicion lOiiathirtg laii than a • 
fina concluilon. Wian Intarrogatad on tha lubjact, tha raiponalbla 
■taf f chiaf at tha rrc raf ars tha inquirar to tha raiponslbla 
■taf f chiaf at tha SKC, and tha lattar daclinai to antwar on tha 
ground that tha Information raquaitad is confidantial. So wa 
ara laft with luch quaitiona ai thaia unsattlad inlaur wlndii 
( Quagtion a^ ,) Tha SKC Diractory liatg Jonaa & 

Laughlin Staal corp^ and Jonaa & taugfhlin induitjfiai, 

mc. in tha alphabatical and induitryTclaiiification 

■ - ■ ' - 

■action!, both cowipania* baing cla«iifiad"to manufacturing 

; industry coda 33.1^ •* iron, and Staal - blkit fumacai," 

■taalHiilla, and iron and itaal foun4riaa»** Jonai' & 

Laughlin staal (tha nation '« aixth-largait itaaX 

' producar) ia alao liitad in tha Mction haadad "Sub^ 
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P*g« 22 , 
sidiary ragistrmnts incl^ld•di in th* consolidatttd ^ 
reports of p«r«nt t«gifltr«nts*' opposite th« nwM of 
Lin9'^«»GO«>Vought Znc.^ as **p«r«ntr* but Jonas ft 
Laughlin |nduatrif (tha aubaidiary through which 
LTV in X970 >wa controlling J6Ii Staal with 81 parcant 
atocic xnmarahip) ia not liatad in that aaction* Qvmw t 
Xn tha QfH * ara tha operating raault a of J&L Ipduatriaa 
(including ita aquity in tha oparationa of J&L itaal) 
tabulatad in tha induatry coda 331^ **PriMary iron and 
ataalf^f or in tha induatry coda 20^ ^JTood and kindrad , 
producta^** a major induatry group that^ncludaa tha 
induatry group to which X/W itaalf ia aaaignad in tha 
Diractpry * 20.1, ••Maat producta**? what ia tha axpianation 
for tha incluaion of JI«Ii StaaX in and tha axcluaion of 
J&L Znduatriaa from tha conaolidatad aubaidiariaa aaction 
of tha SIC Plractorv, ? 

( Quaation 3'»5 « ) Tha BWC Dlractorv'a alphabatical 
aaction liatif tha Ckonita Oo* aaparataly and claaaifiaa 
it to manufacturing induatry coda 33, 5, **Nonfarroua 
matala- rafining, rolling, drawing, forging and non- 
farroua foundriaa,** But Okonita ia alao liatad in tha 
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' Pir*ctorv Mction that would indicate itm raiulta to t 

haw hmmn consolidated with thoaa of iSyv:* itp parent 

(in 1970^. although not now)» Okonita ia tha aubiidiary 

raaponiibla for tha "^wira and oabla** and ''floo:? oovaring** 

raiulta in ZffV*a aavan linaa of buainaia in iti 1970 

Voxna 10-X'* Ouarv t In tha 1969«»70 iiiuaa of QFK . wara 

ft 

Okonita* ! raiulti tahulatad in QJTR'a induatry ooda 33« 
*<friMary iiatal induitriaa^" ot in OCT' a industry coda 20, 
•♦rood anC^ kittdrad prod'ucta," in dafaranca to tha principle 
of oonaolidation with tha "parent** X/rV7 

( puaation 3«»6 ,) i/rV SlactroayataiM« Xnc* and L!rV 
Ling Altacr the two major ■ubaidiariea pri^arily reeponeible 
for the reeulte reported under the «Blectronice" line of 
huaineia in mv'm ^vm 10-*Ki are not listed at all in the 
alphabetical and induatrial-claeaif ication eactione of 

tha SIC Diractorv i but both are .included in the eaction 

I * ■ 

listing aubiidiary regietrante consolidated with parents # 

1 

LTV being naiMd as the parent* The saute applies to X/IV 
Aerospace Cotp*,, tha subsidiary rafponsible for 3urv*s 
10««X-»raportad result^ in tha "Aerospace'* line of business* 
Query: May we therefore assume that tha results of these 
three giant electronic, aerospace and defense companies^ 
were all tabulated in the SQL induatry "food and kindred 
producta"? 
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( Qu#gtlotf 3-7 ^) Th« xmymxum situation «pplitt«, in 

th« iic Dir»ctorv « to Braniff Airv«ys# Xnc«» th« subsidiavy 

r««ponaibl« for Z^*i r^port^a r««ulta in its **Air . 

transportation^ linm ot business, iraniff is listed in 

thm main alphabatical and industry-classification sections 

p£ tha piractorv * classified to nonHMtnufacturing industry 

coda 45.0, •'Air transportation* Xt is ns&, li«t«d iJh thm 

subsidi^ias consolidatad with parants saction. Quarv t 

May ^ safaly assuM that Branif£*s rasults hava baan 

subtractad Isy VtV in tha data it auMltj f6r tha 

and tharafor* vara not incltidad in tha^*^)ood and Xindrad 

* 

pro^wfts" totals in tha QFK? 

( Quastion 3">8 *) Wilson l^hamuicautical- 4 Chaaiical 
corp. is list ad in tha main alphibatical and industrial-' 
classification sactions of thi^ ivc Di yactory * itaaignad ' 
to Manufacturing industry coda 2t*Z, '^Drugs.** It ia also 
listad in tha subsidiarias consolidatad with parants 
saction of tha diractory, with f/rv naiaad as parant* xnv 

not avan tnantion '*Qrugs** km a lina of businass in 
its ron» Id-K. Quarv t Xn tha-QFK. ara Wilson fLC*m 
rasults carriad undar tha industry coda 283 « **Drugs»** 
or (as wa would surmisa froai tha co«i(>any*s listing in tha 

s 

subsidiarias consolidatad saction) undar its parant Z/rV*8 
classification^ *'I'ood and kindrad products**? 
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9h«a« *r« not trivial qu«itioni» 1*h« an«w«ri hw 
•ignificimt iiaplicationi for th« quality of tb« atatiatical 
reporting by QjQt of oparating raaulta in tha induitriaa it ' 
purport! to tall ua a3x>ut. If wa aaauM tha worat poaaibla anawar 
to all* thaaa quaationa-- that al^ of tTV'a conaolidatad oparating 
*raaulta hava baan tabulata<l in QJJ^ in ona induatrVi •♦Food and 
Xindr#d producta**—- tha tablaa for that induatry gtovtp would 
appaar tharaby to hava baan diatortad in. 1970 in % curioua and 
aubatantial way. For X^TV'a-conaoMdatad aalaa in 1970 wara aljnoat;^ 
thraa timaa largar thai? ita aalaa of •*Haat and fooda^** whila ita 
•*Maat and fooda" incowa waa alwoat half again largar .than ita 
conaolidatad incoaiai If QFK'a "Food and Xindrad producta** induatry 
group incoxporatad dat|i only for LTV' a raaulta'^n '*Maat and fooda,** 
aa raportad in ita annual raporta^ tha LTV contributiona to tha 
totala ill that greup would hava baan inco«M of about 111 Million on 
■alaa of $1*5 billion**-a ratum of 0,8 parcant on ailaa« inataad^ 
-it aaaaia at laaat poaaibla that tha contributiona tabulatad 

Qyy^ could hava baan aoHMthing cloaar to ita conaolidatad total 
of 17*6 Million of incoaia on |4 billion of aaXaa— »a ratui^n of 0*2 ' 
^parcant on aalaa. 

At thia point« wa may bagin aarioualy to quaation not^ 
only vhathar tha Qgn halpa ui coaipara tftV with '^tha avaraga 
parforManca of cowpaniaa • « . in** tha **Food and Icindrad producta** 
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• . Page 2$ ; > , " • ■„ 
lin«; we may Wonder wjietber^ the nui&ers QFR has reported for that 
inaiuvtry group for X970 bear any great relationship to reality 
at all* (The QgR reported 1970 bef ore-tax income of $4»8 billion 
on 8ale» of $*10lfc2 billion*-- a 4*7 percent return*— in ^ Pood and 
kindred products*") 

Xn the same consolidation process, it seams possible-'to- 
probable /that data on several other industry groups reported in 
the QPR have been distorted to significant degrees^ 

, For example, the Q?TEt includes data on an industry group 

styled , '•Airc:Nri5t and parts r'^ but it seems quite likely, that the 
QFR data for that ^jredustrial classificat^ did not include M?V»s 
results in/'Aerospace." Again, this is no small matter. ITTV's 
total ^'Aerospace" sales, as reported in its X970 Form 10*-K« were 
over $820 million, or more than 3 percent of the $25*5 billion 
nation al^total '♦Aircraft and parts'* sales rej^or^ed for 1970 in 
the QFR. ^ ■ " ' - 

Bistortions such as these do not oc^cur solely as the result^ 
of consolidation of the operating results of th«i brash young ^ 
conglomerates* *Ae older corporate giants pl&y the^ same game, 
with the QFR^s aid and co|isent, and with effects equally or even 
more detrimental for any effbrts at reliable economic and industrial 
analysis* itt is increasingly treacherous to think of any giant 
corporation as other than a conglomerate « 
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. General Motors^ tor example^ through its Frigldairie 
Ol vision « is a- leading producer of electric refrigerators; but 
the trigldalre oivlslon/s operating results are all consolidated, 
in the JigR, in industry code 37 1# "Motor vehicles and equipment,** 
rather than being tabulated 8eparately-—as would seem mpre sensible, 
desirable and' truthful— in the QPR industry group styled " Electrical 
machinery, equipment zmd supplies.** The inclusion in ** Motor 
vehicles and -tf^ipment" of the operating results of GH's Allison 
Division^ Defense Division zmd assorted divisions making locomotives 
2md other heavy equipment surely must inflate that industry code 
significantly^ while deflating in like dct^ees such other OFR 
industry codes as •♦Transportation equipment,** Air craft vid parts, ^ 
*'Other machinery,** zmd "HiscelXaneouS manufacturing, zmd ordnance.** 

United States Steel, for another example, through its 
Universal Atlas Cement Division, is a leading product of cement; 

but that division's operating results are all consolidated, in the 

■ ■ A 

QFR , in "Primary iron and steel.*' The QPR includes data on an ' 
industry group termed '* Stone, clay and glass products,** withdLn which 

4 

the data for Universal Atlas would seem to belong; but the principle 
of consolidiitad enterprise repo:|^ing precludes so elementary an 
application of economic common sense and semzmtic and statistical 
honesty. 

And the exan^les could be multiplied and multiplied. 
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presunably to « point approximating the arrfehrotical product 

ot the 31 industry groups covered in QFR times tnV^numbe]^ of giant 

corporations r^orting to QFR that have multi-industry'operation*. 

we may now add to our Xist of questions two that s^em 
to go to the heart of the foregoing^, more specific questions 
aibout I/TV. • ^ ^ ^ . 

( Question 3-9 .) Wiy should not# and why does not, "the 
QgR obtain from the larger respondents to itii quarterly 
questionnaires — say corporations with annual sales of 
$50 million or more— separate <|uestionnaires for their 
operating results in each of the 31 . industry groups that 
QFR re^rts, instead of a consolidated questionnaire that ' 
mixes, so to speak/ industrial apples, oranges and rpller 
skates? ^' 

( Question 3-10 >) Why should not the individual 
contributions of giant corporations to the ^ta tidnxlated 
in the QFR be made available to the public in a separate,, 
supplemental publication, or in an appendix to the QFR 
itself? 

Among those most concerned about the degradation of the QFR 
as a credible record of industrial- performance are the mesOiers and 
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staff of the inc, which will «oon bear 80I9 responsibility for it» 
(After all, the agency is charged with protecting the public from 
false and misleading advertising!) xn a later working paper in 
this series, which we hope will be ready before the hezurings begin> 
we shall describe in some detail the efforts the Oonmission is making 
to inrprove this unsatisfactory situation, and the astonishing big- 
busihess resistance to those efforts. 

"-Gay lord Nelson and Raymond D. Watts 
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* - FOOTiJOTBS 

1/ HaardLngs b«for« the SubcomRdtt«« on Monopo).y of th« 
8«lecjk COiB«itt«« on Snwill Bu»in#$i, United St«t#» S«nat#, 91»t 
Congr«»», l»t S#«»ion, yh« Rol« of Giant corpor«tion» in th« 
Ai— rican and World Econotni«»> Pajrt 1, Autoinobila lnduatrv-^1969 , 
July 9, 10 and 11, 19a9# p* 98. 

* 

a/ Hearings bUfora tha Subcommittaa on Antitrust and Moh<>poXy 
of tha CoROiittaa on the Judiciary,' TXnitad Statas s«iata, 91at 
CongrairitZd Se««ion, Bconoraic Concantratioft . Part 8, Tha Congloiftaraf 
Mar gar Problare . »tovt 4, 5, 6, 1969; Jan. 28 ^ Fab. 5, 18 and 19, 1970, 

p. 4819. y 

2/ Mm raitarata that thia is a hvpothaticaX axan^jla. Tha 
a ubconaidtt aa haa not found any data, public or aacrat, on tha 
profit! or loaaaa axpariancad by any company or all companiaa 
actually angagad in tha wanufactura of golf carta. ^Tha^l967jg5«8U8 
of Manuffacturaa report* that, in Product Ooda 37510 81, *«Salf- 
propillad golf carta (alactric and gaaolina powarad> for carrying 
paasangarn and/or industrial in-plaut personnel carriers, " 1967 
ahipmenta amounted to 38,900 units valued at $36.3 million. The 
cansus of Manufactures contain* no data Whatever on manufacturing 
profits and losses « and little or no data beyond value of shipments 
and tsometl»es>units of shipment of 7-digit products* Cansus 
reporting of detailed da!ta stops with the 5-digit product and 4- 
digit industry levels of classification. The 4-digit industry that 
include* golf carts as one of its 7-digit products (six other 7- 
digit produqt.clMaifications are also included) is styled **Motorcycle», 
bicycles and parts, 'J Standard industrial Clasiification (SIC) M6. 3751. 
Th^t industry, irt 1967, was made \)p of 91 establishments (plants) 
owned by 87 companies. Total ahipmenta of primary industry products 
that year were valued at $262.6 million. The value of shipments of 
golf carts my thus be calculated as 14 percent of the value of 
shipments of all primary products of the industry in 1967. The 
Census of Manufactures does not disclose how. many of the 87, companies 
and' 91 establishments classified in Industry 3751, "Motorcyles , bicycles 
and parts," were engaged in the manufacture of Product code 37510 81, 
"Self-propeXled^golf carts, etc." And we are presently aware of no 
other source, goVemraantal or private, from which the public generally 
' could obtain that information, although there may be one, among trade 
associations. It is a safe bet that there is no source, open to the . 
public, for finding out any single company* s— and probably none for 
all companiea--profits or losses realized in*the manufacture of 
golf carts. . - 
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Footnotes - Pag« 2 ^ 

4/ D»vid Solomons, -•'Accounting Problws and Some Proposed 
Solutions^ ♦» in Alfred lUppaport, Peter A. Pirmih and Stephen A. 
Zeff (editors). Public Reporting by Congloweretes . Prentice-H«ll, 
Inc.r 1968, pp. 93-94. 

5/ The application of Item 1(c) of SBC Form 10-K to 
Cooqpany J^, and of Item 1(c) (1) to Conqpany B, «s stated in our hypo- 
thetical, reflect our understanding of the actual requirements of * ' 
the amended form in the postulated situations. The further 
suggestion in^e hypothetical, that SEC examiners might, in either 
case; have read the submission on Form 10-K and requested aii5)lifi- \- 
cation or change, comes eloper to the realm of pure fancy. We give 
much ci^edence to rumors we have heard, that Forms 10-K are, by and 
large, stamped in with a "Raceived" stamp and promptly filed away, with 
no perusal at all or only the most hasty and casual skimming by the 
SBC's overburdened personnel in the Division, of Corporation- Finance. 
The letter have their hands full keeping up with th^ registration 
statements which, under their statutes and procedures, they must 
read and pass upon within a reasonjOily brief time aiter filing. How- 
ever, members the investing public could press the SBC to require 
amendments of company A*s Form 10-K,. in the situation here hypothegiased, 
With good chance o£ success, while Cowpfny B would be equally likely 
to succeed in resisting any public pressure for an amendment of its 
Form 10-K in this fact situation. 

More detailed discussions bf the requirements of the SBC 
for line-of-busine»s reporting in registration-statement and annual- 
report forms will be included in future working papers in thi* 
aeries. See also footnote 8, below, and accompanying text. 

6/ Paid circulation of the fl£R is about 5,000;: by subscripUon 
and single-copy sales, and another 2,000-plus copies are distributed 
free each quarter to government agencies and detpository libraries. 
Source: Oovemment Printing Office. * 

7/ Bstimate by the staff of the Sfinati Small Business 
Oowwittee. The total cost' of all FTC statistical programs in 1969 
was ^559 million, while that of the SBC in the same year was 
$478 millions Subcommittee on Census and Statistics of the Committee 
on Post Office and Civil Service, Hbuse of Representatives, 1969 
Report of Statistical Activities of the Federal Government, H. Report 
no. 91-1005, 91st Congress, 2d Session^ (W70), p. 9. The we 
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FoptnotM « Pag« 3 

progrwA cost« Incurrad by th* JPTC but foi; only « r«latlvfly minor 
fractioh of such costs Ineforrttd by th« SEC. Aft^r 1971 # as notad 
in th« fxti th« sntir* rasponnlbility for th« QPR will r«sid« 
in thm FTC. 

8/ Securities and Exchange Oomaission^ Form 10-K as amandad 
by Sacuritiaa Exchange Act of 1934 Release Jfo. 9000, Oct. 21, 1970 
(effective 0ac. 31, 1970). For an extensive compilation of documents 
and. materials on changes in **line of business** • reporting requirements 
at the SIC, aee Hearings, Role of Giant Corporations (full citation ^ 
in footnote 1, above) # part lA, appendix VII, pp. 757-867. See also . 
Alfred lUppaport and Eugene M. Lerner, A Framework for Financial 
Reporting by Diversified companies , KAA Research Study (National 
Association of Accountants, 1969) , Appendix A, **Background of Events 
and Issues for Financial Reporting by Diversified companies,** pp. 45*-5S» 

9/ If you can't wait# you will find the beginnings of a 
reconciliation of the divergent nuinbers at page 6 of VtV*u 1970 annual 
report, as quoted int Staff Report by the staff of the Antitrust 
Subcommittee of the committee on the Judiciary, House of Represen- 
tatives, Investigation of Conglomerate Mergers , House Committee Print, 
92nd Congress, 1st Session (JUne 1« 1970^, p. 318. ^e staff report 
contains extensive and Valuable discuas^on of and documents on LTV 
(pp. 316-359, 500-577), as well as other conglomerates. ^ 

10/ Federal Trade Coemission - Securities anf Exchange 
Commission, Quarterly Financial Report for Manufacturing Corporations, 
First Quarter 1971, pp. 3, 5. 

11/ Unregistered corporatiBha of courne would not be included 
in the SEC Directory , and the FTC does not publish a directory of the 
corporations included in its portion of the saa^le of all manufacturing' 
cori>orations on v^ich the QFR tabulations are based. The QFR aample 
includes 100 percent of manufacturing corporations with assets of . 
$10 million and over and descending percentages of corporations of 
smaller and smaller asset sixes. See heading, *<oomposition of the sample** 
at pagjT'Sa in the gn for the First Quarter 1971. 
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Senator Nelson. I would like to call to your attention for the record 
a study that was published more than 20 years ago by the SenatftjSmall 
Business Committee. That was a study comparing the dilference^be- 
tween two communities, one surrounded by corporate farms and one 
surrounded by indindual farms. The study was made in 1946. 1 just 
read an excerpt from it. The study is entitled "Small Businea«5 and 
the Community, A Study in Central Valley in California on the Effects 
of Scale of Farm Operations.'^ 

I am now quoting from "The Impact of Corporation Farming on 
i|nall Business/' a report of the Select (;*ommittee on Small Busmees 
of the U.S. Senate, December 20, 1969 : ' 

"Th6 1946 retwrt carefully compared the economic and social life of • 
the Central Valley communities of Arvin and Dinubtij one surrounded 
. by independently owned and oi>erated family fanns and the 'other by 
large corporation farms. Except for the differences in size and makeup 
of farming enteri)rise3 these agricultural communities were nearly 
identical. * 

"Despite these basic similaritiee, the study disclosed some strikiiig 
economic and social differences. The family f ann community sup^Kjrtecl 
20 percent more people at a better standard of living thajx the cori>ora- 
tion farm community. It had nearly twice as many individual establish- ^ 
menta with 61 percent more retail trade. In addition^ the family farm ' 
community had more and better schools, churches, recreation faciiities, 
. civic organizations and public services."* 

The growth of corporate farms in those areas where they are grow- 
ing, and they are spreading across the country, is destroying the small 
town without making an offsetting contribution in economy and pro- 
ductivity in the agricultural field. In fact, I think there is good reason 
to believe that, the large corijoratioh farm is less efficient than the 
optimum size individual family farm. But it is interesting to note 
that with a huge Department of Agriculture, with thousands and 
thousands pf employees, so far as I can find out to this day they have . 
not made studies to demonstrate the economies in size 5f oi)eration or . 
* , the diseconomies in size. 

I called the Agricultural Economics Department of the University 
of Wisconsin, which is one of the oldest and best agricultural eco- ' 
nomics departments in the country. Interei|tjiiu?ly enough, they had 
not done nmch in that field of study, either* I askeil my economist 
f rfiend would he get the data that was available. Wouldn't one think 
that .studies would be made in this on food and fiber productivity, 
effects on agriculture of an accumulation of huge land holdings around ' 
the country ( But adequate studies have not been made. 

I think it is time tliey are made. One State in the Nation has had 
the foresight to pass legislation prohibiting corporation agriculture 
and that is North Dakota. I proiK»ed legislation B my State of Wis- 
consin in 1968 and it has been X^forously 8upi)orted by farm groups 
led by the Farmei^s Union. It passed one house of our legislature and 
. failed in the other.. ^ 

I have hopes within the next 2 or 3 years we will he able to pass that 
legislation m our State. 

We begin now to see the ravages of large farming and irrigation in 
^nd country, m my country now, and it is getting very latoc I would 
llbpe that we can do something at our committee level to stir up some 
mterest in legislation. 
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• I want to commend the.chairman of this committee for raismg this 
iBBM^ along with the other issues involving agriculture and agricul- 
tural. labor which yonr committee is considering* 
Thank you, Mr. Chairman. 

Senator Stevenson* Thankujifou, Senator Nelson, for a very help- 
ful statement. I don't want to intnide upon your time. I would like 
to take a minute to cit^ one example that came my way the other day. 
The ease of Tenneco, the Nation's 34th largest industrial coi^oration, 
formerly the Tennessee East Gas Transmission Co. It can now, at 
least in theory, own and control every phase, of a food supply sys- 
t<;"m from the fanning end of ^ the food chain all the way to the retail 
grocery store end of the chain. Tenneco owns 1 million acre^, so it 
farms its own acreage. It can plow its fields with its own tractors from 
itJ8 own J. I. Case Tractor Co., which is a fully owned subsidiary. Its 
tractors can be fueled from its own fuel from Tenneco. It can si)ray its 
crops from its own insecticides, and utilize its own f oml additives. It 
' can pro<'eas^ freeze, and store its food products in its own facilities. It 
can pack them in its own containers, because the Packa^^ing Corp. of 
America is a subsidiary* It caai then distribute these f ruifs and vefje- 
tables to grocery stores thi*ough its own marketing system using its 
own nationwide lal)el— Sun (riant. 

Other giants, Del Monte, for example, are now even acquiying i)ublic 
i-estaurants. This is vertical integration in the food supply business. 

Now, the justification which you hear for corporate farming where 
vertical integration has taken placf*. in the fctod industry is "great 
efficiency •'. I think it would be very helpful to us, Senator Nelson, if - 
we could get some comparative figures on the efficiency of the small 
farmer and the corporate farmer and perhaps also some evidence of 
. what is taking place at every st^p along the way, every link in that 
food chain. It is not only the small fanner that is threatened by the . 
vertically integrated conglomerate in the food processing business; 
the retail grocer is threatened; the consumer is threatened. 

You mentioned the consumer. It is not only the price which is con- 
trolled at every step along the way in the food chain ; it is also quality 
of the food that we ultimately buy in the retail grocery store. 
• You mentioned strawtorries. Tomatoes are developed not so much 
for the eating but for picking by machines. 'Wlien you buy at the 
grocery store you buy something in the store that does not t^st^ like 
a tomato any more. 

^ Senator Nei^on. When I was a kid we used, to be able to throw a 
tomatd at sbm^nmly without hurting them. Now, you cant, f T^augliter.} 

Mr* Chairman,'! do agree with you. In the case you mentioned 
you aee developing really classic monopoly cases, where the corpo- 
ration is engaged m nil aspects from the production to the distribu- 
tion to the retail sales, controlling all pwces and profit-taking at 
all levels and eliminating competition as they go along* That is a 
^ development going on in all fields in this country today. 

Senator Stpvenson. The first link in the cHain, the farmer end, the 
little farmer or the cooperative farmer— you mentioned the Coopera- 
tive Cami)esino in ('alifornia that produced food more efficiently, 
perhaps with better quality, than th^ corporate farmer can. 

^Senator Nemon. We had some /testimony in 1968 based on some 
material gathered from real estate, rural real estate operators in Min- 
>nesota. Again, I woiildf want to check the record to be accurat<^ on the 
pric4»8 given, but corpoijate farms were offering substantially more than 



342 

t . ... 

the going rate for -agricultural land, $50 or $100 an acre, and more than 
the land could return to pay for its purchase/ 

So, it artificially drives up the price of the land. It driv^ it up ior 
the individual farmer who would like to buy it because he can't pay 
an artificial price, he has to make a profit on it. 

Then our tax stnicture has fixed it up so tihat that corporation can 
operate at a loss and only lose 50 cents on thedollar and make its profits 
on its other profitable operations. So, the corporate farmers have a 
coiiple of things going* 

They are putting up tmfair competition by use of the tax structure . 
to an individual familv-size farm. The corporations can afford to wait • 
5 years or 10 years. They are in agriculture but they are also in land 
speculation. 'With the growth of population in this country, the 
corporation can tsimply hold on, as they will in Central Valley. Those 
who have 50 and '400 thousand acres are entirely secure. Most, of that 
land, with California growing the way it is, will some day be platted, 
linecl up for industrial development, and tiie corporations will have 
had it their way all the distance, in the meantime driving out all.tlie 
little people without making any offsetting, compensating social 
. contrilnition to our system. 

I tiiink it is a very dangerous ^business that we have to addre^ 
ourselves to before it is too late. 

Thank you, Mr. Chairman. 

Senator Sitsvenson". Thank you, sir. 

Senator Hughes? 

Senator Hughes. I will not delay Senator Nelson. 

Mr, Chairman, both you and the Senator from Wisconsin have 
pointed out the fact that^e quality of life in the rural America is in- 
volved and that efficiency is not the only factor we are looking for in 
' America any more. We can prove beyond any reasonable doubt that by 
driving these millions of people from the farms into the cities that we 
have (lestroyed the quality of living and a way of life that has been 
the great attraction of what America should be and can be. 

I am not simply interested in efficiency, in producing" a hard tomato 
that tastes like something we have never known before. I am interested 
ill what happens to th)? people and wliere they go as a result of that 
efficiency. 

Senator N«i*son. I agree with the distinguished Senator from Iowa. 
I raise the i)oint because efficiency in productivity is the sole argument 
the defenders of corporate agriculture have» I dont think that defense 
even stands up. So I would n^t tolerate the destruction of this way of 
life even if it were that efficient^ but I happen to think that it is les^ 
efficient and there is proof it is. 

Senator Stevekson** I raise that question as the only justification 
for what seems to be taking place in rural America. It apjmrs, on thfi 
basis of evidence that we have, that it is a phony justification. 

Thank' you very much. Senator Nelson. Wo will print your entire 
remarks at this point in the record. 

(The information referred to follows :) 

»TMs tHUmony U Mpporifd by twitlmony rfc^lyed tt the I058 hearing on torpowtlon 
ftrmlnr before the Semite Small Biulneai Subcommittee on Monopoly. See ■ummary In 
"Impart of Corporation Fnrmln* on small Builnet*." report of the Senate Small Buainm 
Committee. H. Kept 9X W8, p. 11 (196U). (Note furnUhed by Senator Nelion.) 
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IXAWMWr 
'BXFCItK T8K 
fUlCOHHITTKt CM MldtATOIty LABOR 

CCItatXEK OM UBOH AMD FUBUC WEUrAJOC^ V« 8. SKNATE 

It 

miATOK GAYLOID mLKM 
Waflhlii«toix» D. Hor, 5, X97I 



Hot loog Ago tb« protid producti of rural Aaarlca ware food 
food and f IbMT, fraa Mti aod woMn, avid b««lthy obildmi with 
happy futuraa, Thara wara of coursa axcaptloaa. Tba plctura 
had aoMa-usly blaalabaa, StlXX, tha idaal and In larga Maaiura 
tha attainaMnt wara thara, to ralaa jU thoaa producta oq tha 
Anarlcan land; tha food, tba flbar, jod ■troo«, fraa paopla. 

Tragic changai hava occurad. Todmy, fro« tha vantaga point 
of mmof blg-clty Miyori) tha MOit ^ooa«qiiantial "ahlpawot** fro« 
rural to urban AMrica la poor paopla for tha walfara rolla# Fro« 
tha vantage point of aawll*tmm Myora» tha smm *<ahlpManta** waaa 
^that oQCa proaparoua coMunltiWa- faoa datcay and daapalr. 

Thara ara mmay and co»plax eausaa fft thla Amirlcan tragady, 
which li atlU building and avan accalaratlng* But tha largaat 
cauaa, 1 think, la tha davalopaant of public pollclaa thit hava / 
aquatad goodnaaa with blgnaaa, quality with alia* Xbaaa pollclaa 
hava lad to tha aamrganca of giant corporatriona aa tha doadnant 
forca In Banufacturlag, Unlaaa tha pollclaa ara dr*»*tlcaHy 
ra-avaluatad and changad, thay will laad to Ilka dovlnanca of 
agrlcultura» 

Aa tha parcantaga of avarythlng that la ownad by giant corpor- 
ationa goaa up« thara la no placa for tha ahara that la laft ovar 
for avaryooa alta to go but down, 

Tha figuraa on tha ahlfta of aaaat ownarahlp In wuufacturlng 
ara avallabla and fanlllar, Tha 200 largaat corporatlona In tha 
laat 20 yaara hava Incraaaad thalr ahara of all Manufacturing- 
company aaaat a fro« undar 30 parcant to about 60 parcant. That Maana 
tha ahara of avaryotM alaa in that aactor hia gocM down fre« wall 
ovar 50 parcant to not Mich ovar 40 parcant, 

Mow tha glAnt corporatlona ara Moving Into agrlcultura and 
gobbling up tba land* Thara la no way, of coura#,^to Maka tha 
total at;4>ply of land grow, and tha waya that ara balng uaad to 
axpand tba uaa of landa for agrlcultura Involva acologlcal and 
aoclal coata not yat aufflclantly calculatad and undaratood, Xndaad, 
tha avldanca la growing that aconoMlc growth Itaalf la Mora a prob« 
laM than a aolutlon* 

X ratum to My fir at tbou|^t: our land ahould ba uaad to 
cuXtlvata not Juit food and flbar but a good cultura and a happy, 
haalthy populaca. To do that, wa Muat find waya to kaap paopla * 
productlvaly and happily on tha land, and ravaraa tha forcaa that 
ara driving tham off « Ona of thopa forcaa ia tha MOVtMant of 
giant corporatlona Into farMlng« 

Tha fanata SMall Bualnaaa SubcoMMlttaa on Monopoly, which It 
la My prlviJtaga to chair, haa baan concamad with corporation 
fAMlng foif aavaral y*ara* At laaat aoMa of tha cauaaa for thla 
alamlng d«valopMant wara auggaatad by an IntarlM raport (S. Xapt; 
91-62I) iaauad by tha Sanata SMall Bualnaaa C<^>ttf; following 
1968 flald haarlnga by tha BubcoMMlttaa. I ahall Mantlon « faw* 
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Th« ftdtral tax structurA If a cauic« Giant corpor^tlont art 
ptraltttd to tnttr agrlculturt «i a ildtllnt* Th« objtctlvtt of v 
tht ildtllnc wky wtll b« nort to Mka low-taxed capital ^alni in 
land gp«culatlon, and to t«duct Incoot taxai on pro£lti earnad In 
othtr linti, than to Mkt a profit In faming. 

Tht pollcltf and tht valut »ymtmm of tht ifgrlculturt Dtpartntnt 
art a cautt. Agrlcultimil rtitarch flnanctd with taxpaytr dollars 
li too of tan allMd at wayi to taakt f atmi blggtr, rathtr than wayi 
to iiakt tMll fami iuttaln fainlllti In dignity and rtannablt 

•tandardi. Hick Kot«, in hla rtctnt flnt artlclti In Tht W>»hinKton ^ * ^ 

^o*t. hai ra-tnphailztd thla point* Ht ttllt ui that tht Dtpartntnt 

would appartntly rathtr f Ininct dtvtlopntnt of a ntw, tou^ straw 

btrry that can bt harvtattd by machlnt than a itrawbtrry that , 

taitti bttttr or li aorc nutritious* Thli li tht laat Ptpartntnt, 

Kots ttlli UI, that hAi glvtn llttlt or no- comfort and aid to a 

•nail, ntw cooptratlvt organlxtd by fonotr talgrant laboxtrt to gtt 

Into th% Itrawbtrry cultivation buiintii thtnitlvti. 

Lax adffllnlitration*— or total lgnorlng^«'Of lawi paiitd by \ 
Congrtii to btlp null farmtri la a cauit. Tht total abdication 
of tht statutory limitation on irrlgatad acrtagt that may bt in ' * 
ont owntrihip-- although Congrtia hai ntvtr rtptaltd tht law**-ii' 
an outitanding tx«mplt« Failurt of tht govtmotiit to makt bold 
and ioMiginativt uit of tht antitruit lawi li anothtr. 

Tht lack of Ftdtral Itgitlation in artaa whtra it it obViouily 
ntcdtd ii a cauit* Strong tvidtnct at' tht Monopoly SubcouttittttU 
1968 htaringi auggtittd tht nted for lawi to limit tht um of 
undtrground wattr for irrigation to tht^ amount* normally rtitortd 
to thtft aquiftra by natural rtchargt. That would itop tht 
practict of "mining" of tht aquiftri by tht corporation farmi. • > 

Anothtr big cauit of our rural troublta ii that public and 
Congrtf lional knowltdgt of dtvtlopmtnta ii not kttping up with tht ^ 
pact of dtvtlopotnti. ThAf probltm ii ont tht giant corporationi 
don*t want lolvtd.' Indttd, thty art htlping to ptrpttuatt it 
btcauit thay btntfit from it* Tht Monopoly Subcommitttt for many 
yean hai batn conctmtd with tht problem of corporatt lecrecy, not 
alon» in agriculture but in all economic lectora. Our attack on 
the problem, begun in 1968, will be renewed next week, when we 
reopen htaringa on the role of giant corporation! in the economy, 
with corporate lecracy the expreai fooue. On November 23 our ^ 
exploration of the impact! of corporate giantiim and' corporate 

secrecy in agriculture will reiume. *4 

I • 

Sixteen queitioni about leven different tydfS of corporate 
secrecy will b« itudicd by the lubcommittee during these hearings. 
(The 16 questions and the seven types were listed in the Congressional 
Kecord of October 15, 1971, at p. S 16313.) ' ^ 

For purposes of the hearings, the term "corporate secrecy" is ' 
defined as the conscious, deliberate withholding from the pofalic 
of veluable information possessed by corporate management. Of 
tke seven mein types of informa4:ion so withheld, the first two 
have particular Importanca tto studies of corporation farming. 

They aret t . , 

(1) Financial information aboat the separate organijea- 
tionali industrial and geographical segments of the business, 
and thf interrelationships of the segments* 

(2) Information on industrial and natural resources )' 
ownership and control. 
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An •xAiiplft of tht £lrtt type o£ Infomuitlon would be the . 
pro£ltt or loiiet reallxed, tt«te by ftAte, In the tractor 
butlnetfi the £ted buflneee and th« famlns builneii o£ e g^mt 
cooflooerAtt engaged In ell thoee buflnetiee, plui oil end othere* 

An ixenple of the iecpnd type o£ Infonaetlon would be th# 
lend owner ihlp epd bontrol, itete by itete end country by counl;;i:yv 
o£ e glent corp^etlon engaged In varloui klndi of agrlcullturel, 
mining ej^d othe^ uiei of lend* ^ 

It li intereit^ing but hardly lurprlilng thet thli iubconmltteey 
etertlng out froa a beie of cbncem for mlgrent lebor^ bei ended 
up on the ienoe dobritep ee the Motropoly Subconnlttee , which iterted 
out frooi e bate of concern ebout email bualneii. It le, of couree, 
the dooretep of the glent corporetloni* In thli country » It 
eeeme that many of the lerge problemi leed there « But here our 
two iubcdmnitteei are^ up agalnit the iame.quectlon: lecrecy of 
glent corpoifetloni' ebout their ownerihlp of lend* 

Given preient budget end iteff liiiiltetlonii It la probeble 
thet any § Ingle Senete iubcdtanlttee-- eiid perhepe the whole 'Senete-- 
will encounter difficulty) to ley the leeity in getting helpful 
anfwere from the corporete glent §• Coniequentlyi it le with 
pleasure that I note thet the Monopoly Subconalttee*i efforts to 
bring .dbwn th« veili ot secrecy surrounding eXl erees of 
corporete power will be supplemented by this Subcotealttee ' s 
efforts to edd to the public's knowledge ebout lenfd ownership by 
the egrlbuslne.ss congloneretes* 

It is entirely predictable that the corporete giants will 
wrep themselves in the mantles of free enterprise end business 
prlvecy when we esk tt^en for even the broedest kinds of lend 
ownership end segment el financial Information- -say at the three- 
digit levels of the Standard Industrial Classification (,SZC) 
system. But I predict that, before thfe Monopoly Subcommittee's 
heerlngs ere over, we 'shall have demotfstrated thet the public 
is entitled to disclosure at the seven- digit level and even below, 
from some of the largest corporations at leasts if thi* country 
is to resto]!)e e competitive market system in certain industrils 
where it has J.ong been dead or dying* 

It is often repeated that knowledge Is power* Less often 
recelled, perhaps, are some words of Daniel Webster about power* 

'^Power naturally and necessarily follows property/* the great 
statesman and orator told the Massachusetts Convention in 1820* 
And he went on, a ll.ttle later in the same speech to observer ''In 
the nature of things, those who have no property and see their 
nelgl)bors possess much more than they think them to need» cannot 
be favorable to laws made for the' protection of property*" 

It seems that today too many of the laws are for the protection 
of the property of the largest economic factors^ and increasingly 
less protective of the smaller* I am glad that our two subcommittee 
will be working along complementary lines to increase our store of 
information, now sadly lacking, on corporate land ownership* 
Together we can perhaps do more than twice as much as we could 
each do separately, and it is surely true that we both need all 
the help we can get. 

Hr* Chairman, that' concludes my statement^ and I thank you for 
the opportunity of presenting it. If you like, I will submit my 
subcommittee's ^'16 question!^' and a working paper discussing the 
first three of those 16 questions for inclusion in the record* 
Since they have already. appeared in the Gongreaaional record, you 
may prefer simply to incorporate th«m by reference* 
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Senator HUGHES. Before he leave's, might I inquire, would it 
be posfiible tg^t some of the thing^you researched in your pre- 
vious hearings and incorporate them in our files? r 

Senator Nelson. I will be glad to have Mr. Watts meet with 
your staflf and whatever Is appropriate and will contribute to 
your record we will be glad to furnish. * 

Senator Stevenson. We will keep the record open to receive 
that information. 

(Senator Nelson, subsequently furnished^ the following 
document:) 
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IMPACT OF COEPOEATION FAEMINa ON 3MA£L 
BUSINESS ' ^ 



DjccEUBKB 2(^, 1969.— Ordered tx> be printed 



Mr. Bible, from the Select Cozmnittee on SmaU Busmeas, submitted 
^ . the following 

REPORT 

together with 
INDIVIDUAL VIEWS 



I, iNTRODUOnOlf 

^ This is a preliminary report on the subcoixmiittee's jfindings in,a. 
continuing investigation of the impact of corporation f armmg^ on 
small busmess and the economic and social structure of rural Ainerica/ 

The subcommittee is vitally interested in |>ublic policy implications 
of rapid movement of large corporations,^ includmg conglomerates, 
and other nonfarm interests into farmii^. The evidence indicates 
direct business involvement in agriculture is relatively new, becoming 
important in the 1950's and a significant trend in the last 5 years or so. 

Preliminarj^ study shows increasing corporate control by com- 
panies, many in the food and feed fields, of poultry, egg,, and livestock 
production. This normally involves some degree of vertical integra- 
tion with little .or no actual ownership ojE land or direct operation of 
the agricultural enterprises involved. 

The investigation also has turned up d large number of corporations 
buying and operating large tracts of agricultural land, particularly 
in the Great Plains States. These are farming companies that dis- 
place indejfendent farmers and ranchers in a community. 



» The«eTT?wi:«_corporatlonf, including conrlomeratei, were cited by rarioui witnewei 
(qurinsr the hearnt|[rw in umterlal lubmltteoT f of the record) as beini; engaged tzL^arming : 



American Cyanamid, Bunre Inc., CBK Inc., Del Monte, Gates Rubber Co.. QoodyeaKRuhber 
Co., Gulf & Western. H. jT HelnK Co., International SyBtems & Controls Co., Jewel TnrXlo., 
liibby, McNeill & Llbby, Masfsey-Ferguson, Minute Maid Grores, Oppenheiiner Indostriea. 
Fadflc^Gamble^RoblnBon Co., PUlsbury Co., BalRton Purina, Swift k Co., Tenneco, and 



Textron Inc. 




(1) 
57 



350 



A Id&T survey, compldtm with assistance from both county assessors 
and Federal officials, SijMv'ed 452 corporations owned l,633,52fr acres of 
vSoutli Dakota farm Idpii.^ The number of corporations involved iix 
farming in Nebraska Jt*as estimated at 500.^ A preliminary study in 
Minnesota shows at labst 230 corporations engaged in farming in that 
State.^ r . 

An Internal Eeylnue Service report showed 17,5Y8 farming com- 
panies file4 Federai/income tax returns in 1965.** 

' • - . ■ ' *!' ■ ' . . ' 

A. SCOPE OF INVESIIGATIOK 

■ ' ' 

The investigation is designed to determine the effect of corporation 
farming on small business in rural communities^ the impact on the 
sociological a^d moral environment of existing independent jEamily . 
farms and l'?inches, and likely patterns of use of water and other 
natural resoteces by co rpora te farm operators. 

Incorporation by parEners or families^ usually done to take advan- 
tage of spebial tax provisions or facilities transfer of farm and ranch 
units from generation to ge^neration, is not at issue in this invesj;oga- 
tion. It is estimated these farming corporations make up 2(/to 30 
percent of the total. 

Several other important areas, related to corporation farmng and 
raised repeatedly in the testimony,' also are not dealt with directly. 
One IS the impact of corporation farming on consumer price levels. 
Another is the efficiency of different types of agricultural systems and . 
the question of whether the family farm system deserves protection 
and support. 

The subcommittee began the investigation after receiving reports, . 
m^ly from farm-oriented organizations, of widespread concern over 
th growth of corporatkfn farming. Farm-rural spokesmen express con- ^ 
cem that corporation farming is being accepted, and occasionally given 
Government support, without public discussion or questioning of its 
benefits or itsponsequenb^. T^, . ' ' 

Several wpieisses urgeo^e subcommittee to push corporation f arm- 
^ ing controlsVo give policymakers time to consider its impact before it 
" becomes an^rreversible trend. To permit farm incorporation to pro- 
ceed without contiol, one f aim economist testified,* appears to be an 
unjustified gamble. He said the evidence points to the need for a policy 
of cautious experimentation that includes explicit provisions for slow- 
ing farm incorporation until probable long-run consequences have 
been fully analyzed. ^ "\ ' 

The* investigation deals ^with the important policy question of 
whether this nation wants an agriculture made up of independent 
farmers and ranchers or whether it is willing to shift to an industrial- 
ized agriculture, 

Tliere is considerable opposition to the latter course. Onfe farm leader 
termed growth of corporation f ai|ping one of agriculture's most urgent 
problems. A sociologist siaid this trendy if allowed to continue^ will 
erode the social and economic strength of ^rural communities. Still 



_«"Cor[)orttlon Farmlngv" hfarinjw btt&tet S>ibcommlttee on HononolXf Srtect Committee 
mi Smhll Buiflne8«, U.S. Senate. 90th Con'gr,, flecond sefis.^ Ben H. Hadcllffi^. 28. 
« HearlnKft. Elton Berck. p. 44. V Jir 

* Ibid,, Afnold Ontttd, p, 2«4. ^ W 

SJ » Ibid., Bfn H. KadcUfff. p. 24. 



' ^^^v^***"^ M. Ranp, p. 249. g g 
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anotner witness p:redicted stepped-up farm-to-city migration, slowed 
economic activity in small towns and cities, more rural poverty, and 
monopoly control of food production if company farms Decome 
dominant. 

The subcommittee, in opening the investigation, returned to a prob- 
lem area last consid^ed more than 20 years ago ])Y the Senate Small 
Business Committee. That study» entitled. ^'Small ^usiness and the 
Oommimity — A Study in Central Valley of Galifoniia on Effects of 
Scale of Farm Operations," was completed in 1946.'' 

The coihmittee carefully compared the economic and social life of 
the Central Valley communities of Arvin and Dinuba, one surrounded 
by independently owned and operated family farms and the other by 
large corporation frfrms. Except for the difference in size and makeup 
of farming enterprises, these agricullural communities were nearly 
identical. ' 

Despite these basic similarities, the studj disclosed some striking 
economic and social differences.* The family farm community sup- 
ported 20 percent more people at a better standard of livinj? than the 
coi'poration farm community. It had nearly twice as many individual 
establishments with ,61 pei-cent more retail trade. In addition the. 
; family farm community ,liad more and better schools^ churches, recrea- 
tion facilities, civic organizations, and public services. 

B. HELD HEAHINGS HEtD " 

The subcommittee has held jjublic hearings in two cities thus far. 
At initial hearings May 80-21 in Omaha, testimony was taken from 
15 witnesses f X'om nine States in the Great Plains, The subcomirdttee 
heard 19 witnesses from three Upper Midwest States^ at the second 
hearing July 22 in Eau Claire, Wis. 

Witnesses included representatives of Farmers Union, the Orange, 
Independent Bankers Association, National Farmers Organization, 
and STational Catholic Rural Life Conference. Farm economists and 
sociologists^farm cooperative and poultry producer representatives,! 
clmrch leaders, ahd other experts also appeared. 

Most of the testimony centered on (1) exploitation of underground 
water; (2) federal tax favoritism; (3) corporate buying patterns for 
farm production items ; (4) inflationary land acquisition practices 
(5) government sales of large-acreage surplus installations; (6) cof- • 
. porate ijroductior^f poultry, eggs and livestock; (7) erosion of the 
public livestock m^Sfeting system; (8) breakdown of rural institiT^ 
tions; (9) migration of farm and rural people to the cities, and (10) 
threat to banks, dealers and retailers in towns and cities in agricul- 
tural triide areas. 

All of these issues are dealt with in detail in succeeding sections of 
this report. t 

0. U\CK or DATA 

Preliminary subcommittee study indicated there has been no recent 
indepth, comprehensive investigation of either corporation farming 
or its implications. Questioning of witnesses about current research, 

r\ Report, "SmtU Busineii and th^ Community— A Study In Central Valley of CaUfornia 
^^V^„on Eflfcts of Scale of Farm Operntloni," prepared by the Special Committee to Conrrew, 
FR I P December 23. mej. J . , K fT 

^jr^ ' * Appendix A for a •WKtmsfy of the ArTin-Dlnuba itudy. * O i/ 
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whether by organizations or univei^sities or individuals, cleatly 
showed this to be the case. A state or regional studies are luider- 
wav but none deal on a national basis "With the overall problem.*^ ^ 
I'his issue has not had the attention its importance would seem to 
indicate, either m or out of Government^ Howard Bertscli, adminis- 
trator of the Farmers Home Administration, expressed dismay in his 
testimony at lack of public discussion of social implications of this 
basic/^liangejn-ngriculture^s striicture.^^ 

The wlidle dialog of the social virtues and social values of 
family farming in this countrj* had died. And I Mieve the., 
most important product, perhaps of these hearings which this 
committee is conducting, will be the renewal of tUts dialog 
because if we ever get the American people talking about 
this issue and understanding this issue, I have the greatest 
faith in the ultimate outcome. But when we let dialogs like 
this subside, then we encourage evils like corporate farming 
to grow. 

Although the economic and social ramifications of this issue are 
• important tq farm and city people alike, the subcommittee foi\nd that ' 
it has had little attention and consideration in agriculture and almost 
none elsewhere. The Department of Agriculture has recognized* 
through public statements, that the issue needs attention. But there 
is no evidence the a^ncy has done more than conduct some cursory 
surveys through fie^m offices. 

The record indicates this policy area needs much more attention 
from university researchers, too. Even the publicly-supported land 
4. grant institutions, which traditionally are looked to for farm-rural 
policy direction, have done little to build j?ublic awareness or under- 
standing of this issue. As one university witness put it : 

v- AVe need Home research, we need it now, not next yeai*, 

we need it tomorrow. We don't really know what the social . 
impact is of this chanjjje that is going on. We can talk all v;e 
want to today but 1 am embarrasj^ed, we liavt^ vin*y few 
answers. ' , 

11. I3JCPA(^T ox Son. AND WaTEH IvESOUKCES 

A good deal of testimon;^ at the hearings dealt with the impact of 
corporation farming on soil and water resources. The possibility that 
^ . companies would "mine" both land and water to obtain rapid profits, 
then move on to new areas, was repeatedly suggested. 
^ Heavy and imregulated pumping of underground water for irrigat- 
ing lar^e-scale company projects was singled out as a relatively new 
and critical problem area. The subcommittee concludes the fear of 
exploitation is based on sufficient experience with older coroprate 
farming operations in California and elsewhere to be seriously ■ 
considered. 

Most of the water problems cited In the testimony dealt with the ■ 
Ogallala B asin, a vast underground reservoir underlying parts of 

. •Examplei »re the MInnfaota TaKk^Porce on Corporation Farmlngi a cltlateni uindy 

L% *f 2L^!il^^'? deicrlbed on pp. 5«3-269 ot tbe lieflrtOf record ; and a leffUlatire coimch 

\9 itudy, <*oUth Dakota LeglBlature. p. 20 of the iHtne r>erlod. 

C n I »o ibid., Howard BertiTch, p. »». j j i ^ 

60 
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Nebraska, Colorado, Kansas, Oklahoma an^JTexas; This water resource 
has been built up over centuries and, imtil recently, was tapped only 

Farm-rural witnesses emphasized that they oppose heavy with- 
drawal from the Ogallala because it is a closed basin that could be 
pump^ dry in a generation or lees. It is not fed by surface streams 
or lakes. Its recharge rate is several limited, coming solely from rain 
water seeping through the soil. 

It is obvious to the subcommittee that both Federal and State agen- 
cies know t^o little about this basin or what is happening to it. The 
IT.S. Geological Survey has sufficient data to estimate the basin's ca- 
pacity at 80 million acre-feet of water. It has calculated that about SO 
million acre-feet is recoverable through surface pumping. 

The serious and long-term consequences of heavy pumping, from 
the basin were suggested in this exchange:" ' 

Question. (You say) the resource is replenished at the rate 
of less than one inch per year. How much is that in terms of 
this? 

' Witness. Well, the average annual rate of recharge is esti- 
mated at 430,000 acre-feet. But the recharge rate is not a suffi- 
cient factor m the development of the reservoir for beneficial . 
use since tlie recharge is balanfied by outflow. This balance in 
the reservoir has been established over many centuries. Con- 
sequently any withdrawal from the reservoir is, in effect, 
"mining*^' of tiie water. It begins to throw that reservoir out of 
balance as itis tapped * * * 
There is considerable concern over public policy implications if? 
through lieavy pulnping for irrigation, an underground water re- 
source is exhausted. The lonc-tenn outlook appears grim for dryland 
areas now drawing onOgallala Basin water. ^ 

Tliat specific probleA was described this way by a witness who has 
studied soil and water conditions in northeast Colorado for many 
years 

Many wells have been developed on sa^!:ebrush covered 
sand dunes, generally considered to be unsuited to crop pro- 
- . duction; By the heavy application of fertilizer, high yields of 
feed grains are being obtained. However, these soils under 
row-crop production Mill sift during the wititer months with- 
out fall cover crops. If the water resource is exhausted, these 
fields will have to be abandoned and they will become barren, 
blowing desert. 

Another witness told the sulKH)mmittee that heavy pumping for a 
new 40,000-acre corporation farm in northwestern Florida already 
has stopped the flow of artesian wells in the area." 

The subc^onmiittee concludes that the critical policy question re- 
volves around whether the water use will be regulated, how rapidly 
it will 1)6 exliausted, and who will benefit. It is .clear that the entire 
Nation— not merely the farmei^s, ranchers and businessmen in these 
areas— has a stake in proper use of water from the Ogallala and 
similar underground sources. 



Ibid,. Amer liehman, pp. lOa-lOt. 
M Ibid,, Amer I^hmftfl, p. 100. 
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It was suggested repeatedly in the testimony that fanning com- 
panies and other absentee investors lack the permanence, and thus a 
strong commitment, to long-term soil and water conservation. There 
18 evidence this concern is well founded. ^ v 

One witness contended soil conservation is often ignored by c<Vi)o- 
rate operators, who remove waterways, contour strips and terraced to 
nccommoilate big machinery. He described one specific example:" 
Soil stewardship is something that the Average farmer is 
dedicated to, but is not held in very high esteem by cori>ora- . * 
fion operations. I know of instances in my cctmmunity where 
a large operator removed the fences, ignored the waterwa^vs, 
and planted the whole farm with one crop. A heavy rain 
struck and took enou/;h topsoil from the field to fill the road 
culvert and then buried tlie road with so much mud that the 
road grader got stuck in an attempt to remove it. These things 
are serious, they affect generations to come. 

A similar report came in testimony on developments in Ceutml 
Wisconsin's sandy soil area, where a good supply of underground 
water is attra(»tinp investors. Specifically criticized was bulldozing 
of shelter belts, wide strips of trees up to 20-feet tall planted under 
government programs in the drought years of the 1930's. The belts, 
which have served for 30 years or more as permanent windbreaks, are 
uprooted to clear the way for irrigation equipment and longer rows 
for big machinery. 

Wind erosion of the sandy^ soil involved was descril)ed this wav 
by a witness who illustrated his critical remarks with photographs : 

• It haS' ^progressively built up a fence row until it is 6- to 
15-feet*high. When the old fence is built up in the sand you 
build anotlier. In these two pictures overarift is gradually 
sifting into the next field, it already has destroyed/A large 
mrt ^mf an alfalfa crop. It must be remembered tnat these ' 
drifting-like particles make up part of the areaVtopsoil 

We can go through this area and we find wlWre the shel- 
ter belt has been bulldoml out, we see picturei/of what hap- 
' pens when winds come along. Some day^that impersonal 

decisionmaking process will decide if it is no more economi- 
cally feasible to produce on this land, and then the people 
left in that community will have to live with whatever is 
there, and our Government again perhaps will have to go on 
a planting program to preserve what is still left there. 

One farm leader contended corporation managers are so preased 
with demands for profits that they should not be trusted with either 
soil or water resources. His testimony was interrupted at that point by 
this exchange dealing with underground water exploitation, temporary 
status of the corporate farm operator, and public costs of restoring 
an exhausted water resource : 

Question. Now, if a corporation gets into corporate farm- 
ing and starts, for example, vast irrigation projects and is > 
only co ncerned al>out the immediate profit for the next 5 or 

M Ib!d„ Kdwln Somitif ru. p. 1211>. 
.\ « Ibid., Gilbert Rohdf. p. 202. 
^ ^ " IWd,, Tony T. Dechiint, p. 11. 
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10 years ♦ ♦ ♦ may they not simply destroy the soil aiid 
deplete the water table and then walk off and leave it! 

Witness. I think that is true. It has already happened in 
many areas^and this seems to be the pattern. 

Question^ I conducted some hearings ♦ ♦ ♦ on Uie Central* 
Valley, Calif., project where we now have a Federal recla- 
mation project costing $500 million. There were vast 
•corporate landholders. One of the railroads is holding 
55,000 acres, who have punched wells down 600 feet and 
drained the water table aown to what's called the Corcoran 
cl^. 

They soon were out of water, so they punched through the 
Corcoran clay some 300 feet and drained the water table down 
there. It is down 1*200 feet and they're beginning to get 
brackish water in all parts of the Central Valley. Bp now 
' Wre engaged in a reclamation project, ]part of the objective 
of which is to spend some taxpayers' money to restore the 
water table and aring it above tne ccJtcoran clay again. NqWi^ 
isn't this the l^ind or problem that, we could run into with 
uncontrolled exploitation and use of the land by irrigation 
andotherwise! . 

Witness. I certainly think so * * ^ 

It also was suggested that huge poultry and livestock feeding opera- 
tions, which are concentrated in limited areas and produce odors and 
a high volume of manure, will create serious air and water pollution 
problems. Scientists calculate that a lO^OOO-head beef feedlot creates 
a»mucli waste matter as a city of 160,000 i>ersons.^* 

Public tension over waste disposal methods is sure to accompany 
development of these company operations, crenting serious environ- 
mental quality problems for State and local governments. ^ ^ 

The subcommittee concludes that serious resource policv questions 
have been raised regarding the likely impact of corporate farming on 
soil and water conservation. It is clear that too little is known al>oiit 
the problem. It also is clear that time is a critical factor in dealing with 
exploitation of resources that can be depleted in a generation or less. 
This policy area needs immediate attention. 

III. Imiwct on JAKwr. Seuvi^-ks and BrsiNEss 

SeveraT months |igo the dailv newspaper in a small aprioultural 
community in Kansas (pop. 8,483) published an editorial alerting its 
readers to*the dangers of corporation farming. The Wellington Daily 
News, itself a small business with a farm-rural trade area readership, 
summed up its concern this way : " 

The thought of one giant corporation controlling all of tlie 
agricultural wealth of Sumner County would provide a life- 
' time of nightmares for our merchants. Small town mstirance 
firms wouldn't have anyone to insure. Realtors wouldn t have 
- anvthing to sell to anyone. Implement dealers could forget 
it. Petroleum dealers would go out of business or out of town, 
or like most of us, both. * 



t« tm., Arnold OnuUd. p. £* Q 
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There was considerable evidence submitted «t the hearinjjs to show 
- .that this is the likely impact of widesi)read ccmpany farming in the 
trmle area of any small town or city directly tied fo agriculture. 

The large company farms, as a general practice, buy equipment and 
production supplies discounted and direct from either whblesalera or 
the factory, bypassing retail and dealer establishments in nearby towns 
and cities. 

One example of ^irect buying was provided in the report of pur- 
. chase of §250,000 in farm equii)meiit by Shinrone Inc., which oi>erates 
a large, farm in Sac County, lowa.-*^ The equipment was purchased 
from, manufacturing plants in Brantford, Canada, and in Detroit, 
Mich., and Algonia, Wis. The same witness reported corporation farm- 
ing conipffiies also plav off local dealers against each other so low bids, 
if they arAnade locally, provide little or no profit. 

Also obtained direct are credit, insurance, legal assistance, and other 
business services obtained locally by indei>fflllent farm and ranch 
oixu'aturfi. V ' " / 

(>He}>.witnerTS pointed out that many companf farms are directly 
affiliated with iSrge oil, tire and other maker^ ol farm production sup- 
plies and thus iind it doubly profitable to buy direct. 

These company farm practices result in a com]>etitive production 
cost advantage over independent operators and lost volume sufficient to 
drive smair retailers, dealers ami service**SAblishment8 out of busi- 
ness. Kspecially hard hit are local implement dealers, farm supply 
stores, and feecl and seed outlets* jj^iy. 
. Service establishments, highly importjBfemall towns and cities, 
would be hit hard, too. A substantial dr^^^b^al demand will even- 
tually force Ijanks, law offices and sinfl^BKiceVinstitutions to Jbut 
back or close entirely. The outlook waj^HWJ^ this way by one rural 
* banker witness:-- * ^ff^^ ^ 

Tlie rural community lives froin tm gross income of the 
family farn>Y>r the small, closely held family farm corpora- 
tion. Becaus^towns and banks are in the business of serving 
people, the batiker sees that the disappearance of these fam- 
ilies would cause his town and his bank to disappear * * * 
The^fact remains that the small town can not exijjt without 
l>eople on the land, no matter how productive a vast corpora- 
tion farm may be. ^ 

Buying and financing practices of company farms also work against 
attempts by banks and other local institutions to keep money circulat- 
ing in the community's trade ai-ea. A l)ank^r from Chippewa Falls, 
Wis., ( pop. 1 1 ,708) iold the sul)committee : 

* * it hurts our communities because they (company 
farinsV have a tendency to purchase supplies, feed,, fertilizer 
outside the service area of the community. Tliey hurt, us in 
our business of banking particularly in tliat financing auto- 
jnatically comes from the ]l)ank at their head office and, in 
: ; turn, an^v excess deposits eventually will drift back into the - 
; *.' liome office and circulate in that moiietary system rather than 
in the system in which its original origin was* 

a » IWd.. Tony T. I)frhtnt p. ««. V 
- IMrt,» Ktlwln. Homtnfw. p. 219. 
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A study** of 190,000 farm families using supervised credit "of the 
Farmers Home Administratioii in 196T showed they grossed $3.2 bil- 
lion and spent all of it locally. The breakdown showed $736 million 
spent for clothing, foodxand other consumer it^msj $1.7 billion for 
goods and services io produce crops and livestock, and $704 million 
to retire dei^a and buy new farm machinery. \ 

Commentmg on the close relationship the^ study showed bjetween 
farm families and local business firms, tlie agency's administrator told 
the subcommittee : / ' \ 

The managers of large-scale corporation farms deal di- 
rectly with the wliolesalers or even -the maiiuf acturers of the 
products they need * * * In an area where corporation/ 
farms dominate tliere is no place for the village farm supph 
dealer, the co-op grain* elevator, the small baijker. You simpU 
can not have corporation farms and small business enterprises 
cheek and jowL On tlie other hand, where family far/ns 
thrivo, small businesses flourish, too. / ^ 

The economic health of many small businesses in farm-rural com- 
munities already is subetantiany weakened by i>opulation attrition. 
Busijpess volume provided by farm families has been dropping steadily 
in America's agricultural midsection, where roughly every third farm- 
stead now is vacant.** 

Although the subcommittee did not r^eceive any testimony on the 
subject, it also is inttfested in the impact of cori>oration farming on 
franchise buanesses, both independently-owned and otherwise. These 
sijiajKbusinesses are an important element in small towns and cities 
de^^endent on the agricultural economy. TKese include outlets of such i - 
companies as J. C. Penney, Western Auto, Gamble's, Woolworth's .\ 
and Ben Franklin. - ^ \ 

The long-term outlook for corporation farm purchase patterns was ^ 
described recently by John A. Ilopkin, finance at the Taiiversity of 
Illinois.^* lie said corporate farms iri the future wilAeither be clo^iely 
linked with certain suppliers or will set up their own supply sub- 
sidiaries. ^ ' 

A limited, amount of research has been completed in an attempt to 
show the consequences to small business ,o.f sharp declines in the num- 
ber of farm customers. It appears that a measurable farmer-customer 
relationsliip with businessmen exists. 

The Department of Commerce, in a survey involving South 
Dakota,-^ showed the State had a net loss of 6,027 farm families in a 
five-year period ending in 1903. In the same period 1,101 businesses 
dosed their doors in that State. 

Farm-rural observers told the sulicommittee this shows that one 
small business, on the average, is forced to dose its doors eveiy'time* 
six farm families leave a trading area. This rule of thumb, it was in- 
dicated, could be applied to most agricultural trade areas. ^ * 

. »♦ Ibid.. Howard BtttKh. M. * 
»Ibld.,KtlthC. I>tTlion,p. m. ^ 
*«n)id. TonyT.D«rh»nt/pI«fl. 

»nbid.,BeiiH. KUdcllff^p. 28. . . 
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IV. Imfact on Land Prices and Availabilitt 

The land resoifrce base has long been recognized as one of this coun- 
try's most precious endowments. It has been developed through policy 
decisions clesigned both to conserve it and to accomplish social and 
economic objectives. 

Congress since the 1850's has adapted policies to encourage! families 
* to settle on the land arid to develop its agricultural potential. Family 
farming has been developed and protected shice.tlirough such legisla- 
\tion as the Homestead Act, the Slorrill Act, the Farm Credit Act and 
the Capper; Volstead Act. / 

Ownership and control of the landr remain a most imjwrtant con- 
' sideration. Tlie subcommittee, therefore, is attempting to determine 
the imj^act of corporation farming on both land prices and availability. 

The issues involved include the effect of outside investment capital 
on land prices, the availability of land for expanding independent 
farm ami ranch operations, and the question of whether tlie public in- 
terest is served wiien large land tracts are acquired by farming com- 
panies. 

Evidence subpi\tted at the hearings deals with land prices, corporate 
land acquisition pmatices, and the availability of good larm land. 
Little research ha«^en done on land policy changes umt appear to be 
takui/5 sliape. It it difficult, therefore, for the subcommittee^to come to 
any signific9,nt conclusion. 

Prices of good farmland have been going up steadily since World 
War II. But there is evidence that com][>etition for good land in areas 
where large corporate farming operations have b^n started, or ai*e 
being set up, is forcing prices up to unusually high levels. 

Pnces well above what appears justified by normal returns on in- 
vestment are paid in assembBng large holdings, some t^ttiling 10,000 
acres or more. Nonfarm injpstors api>ear able to pay $25 to $100 an 
acre more ovier the going price to acquire desired land parcels. 

This make's it difficult tor independent owners and operators to buy 
or rent additional land, either to get bigger or to put together economi- 
cally viable units. This is especially true of younger operators with 
limited borrowing ability. It raises the possibility Uiat high bids by 
outside interests are pricing land out of the market for most inde- 
l>endeut farmers and ranchers. n 

The former director of the Parmfers Home Administration in Cold- 
mdo testified that nortfarm capital has been a major factor in the "in- 
flationary competition" for land. TKe competition for productive 
agricultural land, this farm-rural expert said, has driven present 
market values well above the present capacity to earn a reasonable 
return on investment.** 

Recent data on this problem was submitted to the subcommittee by 
the chairman of a taslc force investigating corporation farming in 
Minneeota." The task force found that more than half the acquisitions 



'•Ibid.* Arnold OnitAd, p. 203. 
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of farmland by business interests had taken place in the last 3 years. 
Purchases by 41 nonfann investors during that i)eriod totaled more 
thai 100,000 acres. 

rt^searchers dlso found, ih analyzing questionnaire returns, that 
27 real ^state dealers know of standing oilers by outside companies or 
investoi^ to-buy large tracts of Minnesota farm land. 

Tlie standing offers are likely to result in ^rcliases because tliey 
include a sizable premium over going market prices. Eleven real 
estate dealers rei>orted a $25-an-acre premium oflfei'ed'for land hi large 
tracts. Three reported premium of $50 an acre. Five said the stand- 
ing offer was $100 or more an acre over the going market price. 

Land acquisition practices of one large corporation in northeast 
Colorado were described by one witness to show the likely impact on 
land prices.**^ Purchases involved were arranged by a real estate firm 
for (lates Farms Inc., a subsidiary of the Gates Rubber Co. 

The miusual pattern, wlicli involved water rights as well as crop- 
land, was described this way : 

Tlie expansion of underground water development by 
individual farmers and small cor^rations between 1060 and 
1966, as a reeult of the introduction of new cash crops and 
mechanical irrigation methods, was very rapid* 

Then in 1967, a real estate broker began optioning land 
for an undiscloee'd principuL The option required the aeller to 
establish the availability of ground water in a minimum 
amount of 1,000 gallons per minute under pumpage and to 
obtain a well permit from the State groimd water commission. 
♦ ♦ ♦ 

When the options were exercised, the undisclosed principal 
was identified as Gates Farms, a subsidiary of tne Gates 
Rubber Co., a substantial conglomerate corporation. The 
already disordered development at this point began showing 
signs of panic. Some farmers obtained jjermits, drilled wells 
and capped them in order to protect their potential develop- 
ment rights. 

At the same time the (tround Water Commission, influ- 
enced to a considerable degree by local pressure,' tightened 
its policies for granting jpermits. As a result fa^bd many 
f fiirmers c#i not now obtain permits, including so!fc|Who liad 
sold part of their land to the Gates Farms. . ~ ' \ 
Studies by the Department -of Agricultural Economics at the UniV 
versity of Minnesotia diow that 1^ percent of land sales in that State 
n 1907 were to investor buyers, midway in the 11- to 17-petcent range 
of the last 10 years. The possibility that this could sharply reduce the 
amount of land available to individual farm operators, however, is 
hupgosted in this comment from an expert witness : " 

Although still a relatively low figure, sales to investor 
buyers at the rate of 14 i>ercent of all sales in each year could 
bring about a major change in the landownership pattern in 
the course of a relatively few years, if investors buy land but 
do not sell. 



r- n I Jbld.; Atttr li^linatn. p. 105. 
t Kl L I PbUlp.M. Ktupf, p. 248. 
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Concern over land availability in the future also involves the fact 
that farming companies are permanent entities, unbroken by death, 
retirement or mother personal considerations. This comment by a wit- 
ness makes the point : " 

* * * once the land is .permitted to get into corporate 
hands it is going to be difficult to reverse the process and 
restore family ownership. A corporation is a "legal person" 
which may have a himdred year life or a perpetual life. In 
family farming there is a turnover in ownership, once in .a 
lifetime. Oin the average there is a change of ownei'ship at 
least once in each generatiom either from the members of a 
f amiljr to a ' relative oi* from one private owner to another, 
But^ since a corporation never dies, the land tends to remain 
in the corporate hands even though some of the stockholders 
may change from time to time. And I think^this is a key 
point because how are the family farmers going to liave access 
to land once that has gotten into corporate hands? Land 
which is swallowed up by the corporations is likely to be . 
gone for good as far as family-tyi>e operators are concerned. 

. It seems clear, based on information submitted to the subcommittee, 
that corporation farming has considerable impact on land prices and 
.a^vailability. 

The upward pressure on land prices, the insistence of acquiring the 
best landj and i)erman5nce of corjmrate ownership would seem to 
work against the traditional policy of supporting and protecting the 
independent farmer and rancher. There is no doubt that continumg 
this ti^ud will erode, and eventually undermine, the position of the 
independent operator in the agricultural economy, 

V. Social and Moral InmcATioKs 

One of the most significant results of the study comparing Arvm 
and Dinuba was the conclusion that thejjaAily farm community had 
more and better schools, churches, recreational facilities, civic organ- 
i7.ations and public services. ^ 

The hearings reflected a fear that these same things would be under- 
mined in any community where compajiy farming becomes dominant. 
The concern also involves prospects lOr a "company town" atmosphere 
in these communities with local government and public services eroded 
by the influence of absentee owners. 

The problem deals, too, with such intangibles as community spirit 
and the need for good neighbors. One witness, a Kansas whefit farmer, 
put ifc this way;" 

^ In closing I wonder, how many farm people realize what 
it would jbe like to hav* a 40,000-acre corporation farm for a 
neighbor.'Do you thiidc it would cast a vote for a school bond 
issue? Or support good roads down every section line? Or 
help you combiftexWheat if you were laid up and unable to 
worki Or support me church building fund drive ? 

IWd.r Philip Doyle, p. ^ 



^lie threat of an eroded tax base was mentioned repeatedly. This 
drojp in tehe amonnt of taxable property is expected to resulyftpm re- 
moval of family farm buildiags from large trsiets acquired by com- 
pany faritis and small business closeouts resulting* when ^oiOPJ^ny 
farms take their business- outside the community; Qne witness de- 
scribed the^ likely imjmctiH < 

^ ^ * declines in the tax base^ will make it more difficult 
to provide good education, police protection and other local- 
ly-contrpUed public services. If the towns diidu§trialize, they 

- may not feel these effects. But the open country residents will' 

. be especially*vunerable. 

The game witness told the subcommittee^ that the change in the 
chara^cteristics of the larm-imral population that would accompany 
corporation farming— hired managers and migrant workers beconuUjg 
predominant---wouId erode the. quality of Ipci^ is 
his statement : " - 

There could be , strong tendencies toward local political 
apathy on the part of new f arm jpopulatioii. [Resident farm- \ 
owners have a"i?ense of responsibility to hold offices and to 
participate in financing public services. The new farm em- 
ployes may npt see that they have much Jof a stake in local 
political participation. Moreover they will l?e f ew in num- 
ber and are likely to be pressured by companies that employ 
thfem. Local political participation of the farm population 
may very likely decrease. 

In addition to eroding the tax base, ther0 are indications company 
- farms also would -be able, and anxious, to cut tax rates as well. The 
prospects for this reduction in support for locally-controlled public 
services are explored in this comment: " 

: Wi*h only a small population to contend with, many of 
whom will he employed by them, the farming comi)anies 
will see little need to assume fiscal and other tesponsibilities 
, for the local areas. This will be especially pronbunced if non- 
farm population does not increase. If it does, the townspeople 
might succeed in getting the companies to carry their share 
of -the taxes. But even then,!aipcal politicians could be in- 
fluenced by the farming companies. \ ^ 

. The chutcheSj which exert considerable inflirfe!ilii> most farm- 
rural communities,, also would' be hard hit by the changes that com- 
pany farming would bring. The saine expert witness explores this 
possibility:"; 

The local churches, especially those few that remain in 
small hamlets and in the open country, might close up.There 
will be fewer jfarm- families to support them. Besides, many 
of these are tied to ethnic groups and extended families. Out- 
migrating members of the old ethnic groups of families may 
well be replaced with personnel with other (or perhaps no) 



« Ibid,. BouglftB G. MarBhall. p. 232. 
^ 'M.nrnhn.lh qp. cit,' 
»• Marshall, op. oit • 
wMatshall, op. oit 



ethnic ties arid wlio will not be members of the local family 
groups. Churches depending on sucji groups are more apt to 
faiL 

^ ; The evidence clearly shows that one of the social consequences of 
a shift to corporate farming is continued, and probably accelerated, 
farm-to-city migration. The cost of this upheaval has not been ade- 
qu&,tely measured. There, is no doubt, however, that the price is sub- 
sta^itial both in terms of human hardship and of public dollars to 
* .underwrite solutions to already critical urban problems, o 

Also involved are the human characteristics that many sociologists 
and^ reli^ous leaders feel are most fully developed in a farm-ruraL 
setting. One witness, for example, said working on the land is desirable' 
because it demands a capacity for orientation and adaptation, patient 
waiting, a sense, of responsibility, and a spirit of perseverance and 
enterprise." v 

These intangibles usually are dismissed, however^ by social scientists' 
and other researchers who contend they are difficult to quantify 
through e^nipirical research. Admittedly it is difficult to reduce them 
to the statistics need for charts and graphs. These factors should be 
' among those considered, however, in making policy judgments about 
corporation farming and other farm-rural policy choices. 

The larger question of tlie Jbdnd of "citizen" a f ar^jning company • 
becomes in a community is a criticaL consideration. One expert wit- 
ness suggests that most corporations entering agriculture are likely 
to foil this important social test : 

I see corporations appearmg in agricillture that are not 
large enough to be socially responsible but are large enough ' 
to Ignore the wishes of their communities. And I am afraid 
that we may emerge from this period of change having 
gotten the worst of both possible worlds, having traded effec- 
tive and efficient small units of production which were not 
growing rapidly enough to keep pace with technological 
change for larger corporate imits of production which were 
not lar^e enough and well financed enough to be socially 
ret'ponsibie and financially flexible. 

■ It is clear to the subcofinmittee that these considerations are highly 
important in assessing the impact of corporation farming on the social 
and moral strength of farm-rural communities* Although much more 
research is needed, it ap;pears a compelling case is macle that the 
impact would be both considerable and highly undesirable from a 
public policy standpoint. 

VI. ImCPAGT on MAiRKET STRxroTtriiE * , ; 

There is evidenc^^at much of this country's corporation fiirming 
is a nearly invisible'wpe operation aimed at control of farm commod- 
ities at the producer level and bypassing of traditonal-markets rather 
than direct operation of farms and ranches^ 

This is achieved through contracts with producers, plus some 
actual ownership and operation of feedlots and similar facilities. One 

. » Ibid., Mflgr. John <}. Weber, p. 
» Ibid,. PhfUp M* Raup,^p. 241. 
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conunou characteristic is that little or no corporation-owned land is 
involved. / 

The objective may be vertical integration of production and proc- 
essing of a product within a single jBrm* It maype building a cJiptive 
iinarket for manufactured feed or some similar product. Or it may be 
having fat cattle or other meat animals directly available for slaughter 
when markets are strong. 

Large nonfarm corporations usmg this apj^roach ca*h control size- 
abie^volumes of farm products without ac(j[uiring large land tracts, 
investing in farm machinery, or establishmg farming subsidiaries. 

Most companies involved are either processors (padsiers, freezers, 
canners, etc.) or suppliers (mainly feed manufacturers). Heavy 
applications of technology also are usually programed in these oper- 
ations (prepared feeds, growth stimulants, automatic feeders, etc.)* 

It is estimated that nonfarm corporations, including some of the 
largest fee& companies, now control 98 percent of IJ.o. broiler pro- 
duction.^^ Companies also are involved m production of feed cattle, 
hojM, lambs, turkeys, eggs and vegetables. 

This corporation-controlled production bypasses the regular mar* 
ket system, thus upseting supply-demand factors that set prices* The 
result is a breakdown of markets for products where Buyers and 
sellers no longer are numerous enough to impose competitive checks 
on each other. Markets in some instances are totally destroyed. 

A witness with first hand experience as a contract gro\^r explained 
to the subcoiumittee how nonf arm corporations destroyed the market 
by gaining control of virtually all broiler production : 

Question. Are these mostly feed firms ? 
. Witness, There are quite a few * * * a producer or grower 
% cannot grow broilers without first having a contract with a 
processor. There is no market at^the grower level * * * it is 
reasonable to project that- it will not be very many years 
when a half dozen firms will producerall of the broilers ^ * * 
through contracts with growers; these farmer producera or 
growers being no more than glorified hired men, deprived 
of management and financial risks. . 

Question. How are they deprived of financial risks? A 
good percentage of them nave gone bankrupt in my part of 
the country * * * 

Witness. Their feed company or the integrated firm fur- 
nishes the broiler to the farmer. All the farmer furnishes is 
the building and equipment. They firm furnishes the broilers 
and they furnish the feed and it's their chickens. When they 
want you to bring it in, you sell it. 

Question. But they set the price of the feed and the^y set 
the price they'll pay for the broiler ? 

Witness. They set the price of the feed but I don't know 
where the market price of a broiler is set. It's their chicken 
and they just take^it away. I can't sell it to anybody else. 

Question, ISiey^ set the price that you're going to get for 
it ; isn't that cotfiil^ ? 

<6 Ibid., Albert Bber8,'p. 165* 
" Albert Bbcra, op. oit. ^ 
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Witness, Yes. These farmers will probably never receive 
the jiist wages and hours deserved/without becom 
union * * * the egg and. turkey industries are fast following 
the route of broilers. I think you know that last year the 
turkey industry lias really gone through the wringer, you 
might say, and the egg business the same. In the Sbuth 
they * * * call it a burnout. The firms that can stand the 
financial strain, will end up owning or controlling the egg 
and turkey industries. 

One expert witness told the subcommittee that these attempts by 
corporations to control the product will, as they expand, gradually 
dry up open markets with prices set in these markets becoming less 
and less representative of supjply-demand conditions. He also ex- 
plained other expansion consequences 

Management will likely continue to gravitate from the 
hands, of farmers to those of processors and suppliers and 
the farmer's role reduced further toward that of a laborer. 
Integrating companies may not completely take over the 
production of food and fiber by owning the land and capital 
and hiring the labor so long as they can earn more with their ■ 
resoui-ces in other uses. Also, by using contract, integrating 
companies may be able to avoid some employee costs, such 
as social security, workmen's compensation, and possibly 
union wages, which would likely come with Complete owner- 
ship of land and other production resources. * 

One farm leader contended integrators and others contracting for 
production frequently are large enough to be a key factor in estaWish- 
ing local market prices. One of the most serious aspects of the entry of 
the corporation into farming, he stated, is its ability to "interfere wijth 
and majiipulate" the market. 

A critical statement also was submitted by* a leading dairy econo- 
mist^* who contended there is more cause for concern as a result of 
contract farming than with outright corporate farmownership. He 
explained its maAet impact; ' 

When this approach is taken, the corj^oration offers a select 
group of farmers a modest income with reduced risk, but 
takes away from the farmer his managerial freedom and the 
possibility of a higher income iii a competitive market. The 
* production of those farms under contract' to the corporation 
. may be used in turn to force down prices to the remainder 
. of agriculture. 

It is clear from the testimony ""that contract farming and other ap- 
proaches used by nonfarm corporations has an impact on the market 
svstem, ranging from total destruction in the broiler industry to lesser 
degrees in other areas. The extent to which it undermines the open 
market is not well documented. Much more public discussion and re- 
search is needed on this issue so obvious abuses" can be curbed and the 
public interest protected. 

« Ibld/PaulL. Ftrrli. p. 177 ^ 

Mlbld, Tony T. Decbtnt, p. 00 

« Ibid, Arthur Miller, p. 278 ^ 
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VII. Impact op Federaii Tax Policies 

. A luunber of witnesses criticized "tax loss farming" and atlier Fed- 
eral tax advantages and contended they are the most important factor 
attracting coii)oration and other nonfarm investors intoi agriculture. 

The subcommittee concludes froxa the. limited evidence available 
that Federal tax policy is one of the main determining factors. If not 
the inost' important. It is clear that substantial capital gains, favor- 
able depreciation rates on machinery and equipment, and tax losses 
vrritteu off against noufaiin income are returning sizable tax savings 
to absentee investors. 

Indel>endent operators earning a living entirely from farming or 
ranching make some use, of course, of capital gains and depreciation 
provisions. But they normally have little or' no taxable nonfarm in- 
come against which to offset farming losses. The tax loss advantage, 
therefore, accrues almost entirely to outside investors. 

The independent farmer normally is not as concerned with tax 
brackets as he is in managing his farm ta maximize current income. 
The very wealthy operator, on the other hand, normally seeks to maxi- 
mize capital gain in an attempt to cut his tax bite from 50 percent or 
more down to a maximum of 25 percent. » ^ 

Widespread incidence of "tax loss farming" was clearly shown in 
the liearhigs, both for wealthy individuals usmg farm investments as 
a tax haven and for corporations whose principal business is farming. 

Recent' Internal Revenue Service figures snow a large proportion 
of the wealthy taxpayers involved in some phase of farming write off 
sizable losses against- nonfarm income. They show, for example, that 
119 individuals reporting incomes of $1 million cuj^more in 1965 were 
involved in some phase of farming. Of this total, IDS wrote off fam 
losses against other income. 

It is clear that this tax writeoff provision is widely used." The IRS 
figures show* tliat 680,000 of the 3 million farm income tax return filed 
in 1963 had farm loSvSes offsetting nonfarm income. 
. It was estimated this represented a loss of up to $400 million in 
Federal revenue. The subcommittee was told that much of this "loss" 
would appear later on returns as capital gains taxed at a much lower 
rate. - 

The Government also had data on the 17,578 corporations reporting 
farming as their princij^al business in 1965. The figures showed these 
corporations had $4.3 billion in gross receipts in the most recent tax 
year — roughly 10 percent of total farm gross income. Yet only 9,244 
reported a profit for tax purposes. And the taxable income involved 
totaled a mere $199 million. 

Favorable cajjital gains treatment also is a most impqrtant f axitor 
in the tax favoritism hit by farm-oriented witnesses. One expert wit- 
ness,^^ singling out for criticism the 26-percent ceiling on th^ax on 

« Ibid, Ben H. Kftdcllffe, pp. 24-26. ' / 
4«Thp Internal Kejenue SeryJcc flfurej •how thii lOpB breakdown i Individuals with 
II million or more Incom^llO engaged In faminf with los writing off ttctra loiiet ; 
SsOO.OOO to $1 pWJlon7-202 in farmrng jrtth 170 reporting farm loMoi ; flOO.OOO to 
tKOolooiV— 8.914 In farming with 2,874 reptming farm loiiei : Ino.ooo m «inh 5o(>— 12,808 

- T with 

rt* 

porting farm losses. 

Ibid. Philip M. Raup, p. 249. 
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long-term capital gams, called it a "graduated and progressive sub- 
sidy to wealthy nonf arm investors moving into agriculture. He added 
these critical comiaents : 

There is nothing sacred about the 25-percent ceiling on the 
tax on long-term capital gains. As it stands now, this rela- 
tively low ceiling is an open invitation to speculation in land* 
It IS difficult to avoid the conclusion that much of the recent 
interest in farm, investments by nonf arm investors would 
fall away if the capital gains tax ceiling were raised, say, to 
40 or 50 percent. This 25 percent limit on capital gains taxes 
is inconsistent with the principle of the progressive income 
tax and is distorting capital flows, with no clear benefit to the 
public interest. 

One witness submitted a copy of a magazine article that spells 
out How off-farm investors use Federal tax provision^ to build tax- 
free wealth. A section of the article, carried under the subhead "How 
to 'Grow* Tax-Sheltered Fortunes in Cattle,*' spells out which tax pro- 
visions are used to write off investment expenses againigt ^eirsonal 
income, "time" the income, and convert regular income to capital 
gains: 

1. Depreciation on farm machinery and buildings, farm supply ex- 
penses, and all labor and management costs are deductible. 

2. Expenditures for soil and water conservation and land clearing 
are deductible (in every other business costs of a similar character 
must be characterized). 

3. Income from Commodity Credit Corporation loans is controll- 
able, making it possible to cnooSe the mcwt convenient tax year in 
which to report the income. 

4. Timber, farm buildings, livestock and unharvested crops sold, 
with the land get capital gains treatment. ) 

The article sums u^ ways investors write off expenses against per^^ 
fional income, use the investment credit, take profits^taxable at capital 
gains rates, and accmnnlate a cattle operation sheltered indefinitely 
from the bite of FeoOTal income taxes: 

* * * all expenses (except the cost of land) are ideductible 
fr(Mn oidmary income either as bumnees expenses 
depreciation/ So, while the herd is building up, you can* use 
these deductions to offset other highly taxed income. 

* * * niany of the expenses you will incur qualify fdr the 
7-i)ercent investment credits-producing an immediat^^ nollar- 
f or-doUar slash in your personal tax bill. These would ifclude, 
for example, the cost of fences to contain the cattle, drainstiles 
to improve pasturage, pave<l barnyards and wat^^r wclls/kit 
not the cost of purchasing the cattle. \ A 

* * * the herd builds up tax free '•^ * * Simply traae off 
the calves produced by your herd for additional heifers, -^^ch 
will produce more calves * ♦ * tradeoff for more heif errand 
soon. 

* * * much of the income produced by the herd will be tax- 
sheltered, long-term capital gain. For example, you get loi^g- 



«Ibldl, Elton Bcrck, p. 49. 
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. / term gain if you sell out the whole herd. Furthermore, if 
4 you've held ttem at least 12 months, you get a long-term gain 
on the sale of -tattle wiled from the breeding herd, evea 
they Ve been fully depreciated. 

The beef cattle operation was called the clasdc illustration by one 
expert witness.** With most of the investment in land and a breeding 
herd, he pointed out, opportunities are maximized for appreciationan 
capital value and subsequent taxation of gain at not more than 25 
percent. This adv^ntajge is progressively attractive to investors with^ 
annual incomes exceedmg$25,0{K). ' 

The same witneas contended any attempt to help agriculture by in- 
come tax conc^aions contains an automatic bonus for bigness.*'* He 
added: " y 

Completely apart from any question of concessions to farm- 
ers, or favored taac treatment, the nature of the farm business 
creates certain attractions for the wealthy investor. To him, 
the primary advantage lies in the high ratio of durable assets 
to total assets in an agricultural investment. Assets that can be 
treated as capital, and taxed under capital gains provisions, 
are an invitation to the man of wealth to acquire them and 
seek wa^s to convert the largest possible amount of current 
income mto an appreciation in his asset values, ' 

Thus, the subcamamttee finds, it is both capital gains and "tax loslf 
farming" that attracts industrial .corporations and other nonfarm 
interests into agriculture. Both must be dealt w^h if this trend is to 
be slowed or reversed. . 
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VIII. SuRPiiXTS Land Sales as a Factor 

There is some evidence that Government surplus disposal policies 
have z-esulted in transfer/*of large-acreage surplus defense establish- 
ments to corporations and other nonfarm interests for farming, live- 
stwlc feeding, and other agricultural purposes. 

These abandoned instftllations are attractive to these nonfarm 
interests because they provide an eas^* way to obtain large land tracts^ 
clear- in most instances of farm buildings', hedgerows, terraces, and 
other deterrents to large-sc^le farming. They also have appeal because 
they no longer contain ntiblic roads or other right-of-way rights. 

/JL'hese military installations, usually dating from tfe i940's, are 
normally sold as a unit after being declared surplus. It is impossible 
to sell this land to previous ownei*s, who long ago obtained other 
farniing units ot moved to the city, or to find a way to break theraup 
intolunits tnat could be purchased by individual farm operatorm^ 

Kfidence was presented to tlie subcommittee on only one exam^W* 
It was the recent transaction involving the 5J7-year-old Hastings 
(Nebr.) Naval Ammunition Depot. A sizable portion was-purchased by 
the <nty of Hastings under provisions of the State's Industrial Develop- 
ment Act. The city, according to tlie testimony, immediately entered 
into a lease-purchase agreement that turned it over to a corporation 
for a huge hog feeding operation. . 

Several members of tlie Nebraska Legislature tried unsuccessfully 
to amend the State's Development Act in time to stop revenue bond 
financing to the city that made the purchase possible. The amendment 
specifically would have barred issuance of bonds under the act for live- 
stock production purposes. 

Opponents of the Hastings transaction contended attempts by Gov- 
ernment, both State and Federal, to provide new jobs by returning 
installations to the public fall short when corporations are allowed to 
take tliem over for agricultural i)urposes. 

Although the Hastings situation involves the Defense Department, 
it is suggested that the Atomic. Blnergy Commission and other Federal 
agencies also have been involved in transfers of large-acreage surplus 
installations to corporate interests. The subcommittee feels this is 
a policy area that should be explored further. 

» Ibid. Elton Berck, pp. 4»-47. 
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IX. SUMKART OF ReMEDIAIi ProK)8AI^ 



Many of the witnesses urged the subcommittee to consider specific 
proposals to meet the challenge posed by industrial corporations and 
other nonf arm interests moving into agriculture. 

Several of the proposals have been before Congress in one f onn or 
another in recent years or considered by the Food and Film- Com- 
mission, the Food Marketing Commission, pr other studies authorized 
by Congress. 

Tlie changes proposed generally involve one of two api>roaclie9. One 
is strengthening the farmer and rancher, through such things as bar- 
gainiijg power and credit and better prices^ so competition from non- 
farm interests can be overcome. "The other mvolves removing tax and 
other incentives encouraging nonfarm investors and adopting land 
use restrictions a^d other rojidbloAs to corporate entrv into 
agriculture. " * ^ 

Also included are requests for various kinds of investigations into 
corporation farming and related issues. 

( ongress cleurly has authority to act on many of the proposals 
(Federal tax polic;;^,' disposal of surplus military installations, etc.). 
Others hivolve policy decisions reserved to the States (land use regula?: 
tions, irrigation well permits, etc.). Still others fall into undefined 
areas or those involving joint government action (soil coiiserij^tion, 
ttrir and water pollution, reporting procedures for publicly ownea 



Theae are the main prt^osals submitted ; 

1. Limit use of underground wat^r for irrigation to quantities 
normally restored to these acquifiers by natural recharge. 

2. C]ontrol Government . sales of large-acreage surplus defense 
establishments to prevent them from coming upder control of corpora^ 
tions for fotmin^, livestock feeding, or other agricultural purposes. 

Tighten antitrust laws to assure competition, specifically making 
it illegal f oy a single corporation to produce, process, and retail farm 
prodtu»ts. ^ — \ 

4. Enforce existing laws limiting use of public irrigjition water to 
a spe(*ificd numl>er or acres per user and includes a similar limitatioiY 
on all f utm'O Govenimeiit water developmentiprojects, 

5. T*se the CiuJVernment^ssiibpena powers to determine (1) the names 
of stockholders of corporation farms; (2) whether company farms 
are involved in an effort to monopolize food processinp:, di^^tribution 
and pr()du(^tion, and (3) whether company farms violate antirust 
laws m buying equipmentliertilizer, feed, and other produ(»tion items 
direct and discounted. \ 

0. Restrict farm size bv limiting either the nnml>er of acres or vol- 
ume of saife?. 

7. Tw/oam the State homestead exemption on agricultural real 
estate wiere a farm family make^ts home. . 
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8* Require farm and ranch ownership registration (owner's name 
tifid address, ijroperty siHq and location, acquisition date and type of 
ownership) with farm companies required, in addition, to list stock- 
holders with more than a 6-percent interest and report any ties to 
farm supply, processing or marketing firms. 

9. Prohibit obstruction, boycott or intimidation of farmers organiz- 
ing cooperatives or other collective efforts to increase, bargaining 
power. 

10. Provide authority and funds for continuing economic studies 
of the food and fibdr mdustry structure by Government regulatory* 
agencies, Federal economic research groups, and educational and pri- 
vate research institutions. 

11. Enact legislation to assure paritv prices and income protection, 
through Government payments ana other assistance, to a family farm . 
level of production with the Department of Agriculture defining 
family farm units on a countj^-by-county basis. 

12. Enact Federal tax legislation to prohibit persons who are n(Jt 
l)ona fide'fatiuers from using Josses incurred in tiiein f arming oi)cra- 
tions as an offset to income from other sources. 

Hi. Prohibit chain grocery stores and others engaged in food proc- 
essing and distribution from operating feedlots and other agricultural 
facilities. 

' 14. Enict a graduated land tax to discourage large land holdings 
by either iridi viduals or corporations. 

15. EMCt a law prohibiting purchase of farm land by corpora- 
tions with stockholders exceeding a certain number. ^ 

16. Empower coimty boards to mi up farm land resouixjea commis- 
sions directed to (1) regulate farm land transfers; (3) prohibit unde- 
sirable forms of agricultural enterprises that represent poor land use 
or are out of character with those existing in the county; (3) reguljiJtev. 
public nuisances resulting from air and water pollution arising from 
feedlots, egg factories, and confinement types' of dairy and livestock 
0|)erations, and (4) licensing and regulating water use for irrigation. 

17. liefine, expand, and a<iequately fund the farm credit system. 

18. Extend and improve restraint of trade, monopoly and unfair 
trade practices laws that limit capacity and thrust of corporate growth ' 
and made at the expense of smaller independent enterprises. 

INDIVIDUAL VIKWkS OF MR. DOMINIGK 

•I am filing individual views to this report to clarify my position. 
I essentially feel we do not have sufficient" information to reach any 
conclusions or recommendations and I encourajy;e further hearings, 
particularly in the field, I am njj^ somewhat critical of the manner 
that w^veral hearings were held in fne past. 

I concur that the findings show tlmt nonfarm corporations, includ- 
ing conglomerates, are diversifying by turning to agriculture and 
are becoming heavily involved in agricultural production. I feel the 
major reason is favorable tax advantages including capital gains 
treatment, writeoff of losses against noniarm revenue and deductions 
against income a|4 expenses, costs used in production of livestock and 
<?rops, which would capitalized in other businesses anJ depreciation 

»ntes. 
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I would ^int out that the House and Senate have passed tax bills 
. making changes in each of these areas. . . 

Some limitations were put in by both houses on deductions of farm 
•* losses against non-f arm income. Neitiier would hav^ significant 
impact on corjjorate farming* Provisions' were also made for recap- 
ture of depreciation, limitation on capital gains treatment for sale 
of farm assets and treatment of expenses for soil and water conserva- 
, , tion. I am hopeful the conference committee will retain these provi- 
. sions in the final bill. I feel a year's experience unfler these new pro- 
visions-will yield additional inforiftation on the growth of corporate 
farming or decline of familv farms as well as point some directions 
^in which the Committee should ijroceed, 

I strongly agree that there is a decided lack of data, study and 
research in this area. I am not prepared to agree^ that the rapid 
change in ownership and control of land and other production f acili- 
'ties "could easily result in corporate control over production of U.S. 
food and fiber and ultimately lead to a total merger of production, 
jprocessing^^md marketing of food." I state this simply because there 
iS this decioStlack of data necessary to reach such a conclusion. 
^ I do a^ree that "there are serious public policy issues to be ques- 
tioned and resolved, involving both small busing and related eco- ' 
nomic and social elements in rural America^ before corporation farm- 
ing becomes an irreversijble trend in agriculture." The additional 
policy question is poeed whether we^ should have agriculture made up 
of independent farmers and ranchers, shift to industrialized agricul- 
ture, or some mix of the two. I am not sure the Committee can or - 
should make that decision at this point. I again^point out that .the 
hearings held to date have not yielded sufficient information, in my 
mind, to enable the committee to reafeh any significant conclusions 
or recommendations. 

On balance I would ^point out that the decliilt of the family farm, 
small farm communities, and the small businesses located therein, 
and rural to urban migration, existed prior to the dramatic increase 
in corporate farming, I think it is safe to say corporate farming by 
large conglomerate corporations will i^ot tend to halt that decline 
and certainly not reverse it. We should point out, however, that a 
complete halt to involvement of large corporations or corporate farms 
in the agricultural economy of the country would not remedy this 
country's farm problem nor brhig aboitt a return of the family farm. 
I am sure the members of the committee and the Senate would agree 
with that general conclusion. 

V I raise this point primarily to support a further study of this 
phenomenon by this committee and other appropriate committees and 
to encourage that it be done in the coptext of the total farm problem. 
The future of small business in smaller towns and cities across the 
country is closely tied ^to solutions to our farm problems. The advent 
of corporate farming by largo unrelated corporations as well as cor- 
. porations concerned solely with farming are onlv two of the problems. 
The advantages and disadvantages of industrialization business man- 
agement techniques should also be studied. 

The growing urban concentration is partially a result of signifi- 
* cant changes in the nature of farming in this country. The Congress 
^ should move with all deliberate speed to try to solve the 'problems of 
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rural America or we will continue to lose ground in our efforts to 
sove the problems of urban America. - 
Finally, 18 suggested remedial actions are listed at the conclusion 
of the report; ^ ^ 

^ 1. Limit use of underground water for irrigation to quan- 
tities, normally restored to these acquifers by natural 
recharM.: 

2. Control government sales of large-acreage surplus de-^ 
fense establishments to prevent them from coming under 
control of corporatipns for farming, livestcok feeding, or 
other agi^icultural purposes. 

3. Tighten antitrust laws to assure competition, specifi- 
cally making it illegal for a single corporation to produce, 
process, and retail farm products. 

4. Enforce existing laws limiting use of public irrigation . 
water to a specified number of acres per user and include a 
similar limitation on all future Governixfent water -develop- 
ment projects. 

5. Use the Government's subpena powers to determine (1) 
the names of stockholders of corporation farms; (2) whether 

' - company farms are involved ixi an effort to monopolize food 
processings distribution and production, and whether 
company farms violate antitrust laws in buying equipment, 
fertilizer, feed and other production items direct and dis- 
counted. 

6. Kcstriet farm size by limiting either the number of 
acres or volume of sales. 

7. Increase the state 4i|mestead exemption on agricultural 
real estate where a farm family makes its home. 

8. Kequire farm and ranch ownership registration (own- 
er's name and address, property size and location, acquisi- 
tion date and type of ownership) with farm companies 
required, in addition, to list stocknolders with more than a 
5-percont interest and report any ties to farm supply, 
pr<)0(»?sin<2:, or marketing firms: *' » 

9. Proliibit obstruction, boycott, or intimidation of farm- 
ers organizing cooperatives or other collective efforts to in- ' 
crease bargaining power. 

10* Provide auQiority and funds for continuing economic 
studies of tlie food ana fiber industry structure by Govern- 
ment regulatory agencies, federal economic research groups, 
' and educational and private research institutions. 

11. Enact legislation to assure parity prices and income 
protection* throtigh Government payments and other assist- 
: ance, to a family farm level of production with the Depart- 
ment of Agriculture defining family farm units on a cmmty- 
by-connty basis. ' .V^^:; h 

1± Enact Federal' taxlogislati on to prohibit pei'Sons who 
are not bonafide farmers from using losses incurred in their 
farming operations as a'lit offset to income from ot^ier sources. 

11};* Prohibit 4^hain jrrocery stores and others engaged in 
food processing .and distribution from operating feedlots 
and agrictiltural facilitie^i. 
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14. Enact a graduated land tax to discourage large land 
holdings by either individuals or corporat ions, 

. Enact a law prohibiting purchase of farmland by cor- 
poration with stocknolders exceeding a certain number. 
l(k Empow^ county boards to set up farmland resources 
. commissions directed to (1) regulate xarm land transfers; 
^ (S) prohibit undesirable forms of agricultural enterprises 
' that reprej?ent ^poor land use or are out of character with * 
those existing in the county; (3) regulate public nusiances 
resulting from air and water pollution arising from feedlots, 
egg factories, and confinement types of dairy and livestock 
operations, and (4) licensing and regulating water use for 
irrigation. 

17. R^fme, expand and adequat:ely fund the farm credit 
system. 

18. ^ Extend and improve restraint of trade, monopoly and 
unfair trade practices laws that limit capacity and thrust of : 
corporate growth andjptiade at the expense of smaller inde- 
pendent enterprises. , 

• I would einphasi^o these are not suggested actions of the com- 
mittee but of witnesses who appeared Sjfdre the committee. In my 
mind thf^fte are not necessarily the better suggestions nor a representa- 
tive presentation of the problems, Nor do I, as a committee member, 
nece.ssarily endorse these suggestions as practicable. -We simply do 
not have sufficient information to make such recommendations at 
this time. 

Fnmlly, as I noted above, I feel we should continue the work of 
the committee on this matter. Every effort should be made to bring 
in all spectrums. of farming to^ present their views including the* 
corporations involved in farming. Publicry-available financial data 
should l)e compiled and reviewed* . ^ ' 

I repeat that we must work to solve^our farm and rural problems 
or we -will continue to , lose ground in our efforts to solve urban 
prol)lems. 

PeTKK 11. DOMIN'ICK. 

INDIVIDUALS VIEWS OF MESSRS. DOLE AND COOK 

/ We have studied the report of the Snbconnnittee on Monopoly of 
file Senate Select C<)mmittee on Small Business which deals with the 
inipact of corporation farming on small business.- We would like 
to ixnnt mt that we were not members of the sul)connuittee wl)en this 
iavestig;ition was undertaken and when hearings were held. We have 
not had the opportunity to be involved in this effort and t(^ johi our 

* (•olleagu»^s in examining the evidence and hearing witnenses. 

We have, however, carefully reviewed the report and considered 
tlu» evidence and conclusions which wpro set forth. 

T!u> rei)ort doeS' deal with an impoitant and relatively recent de- 
velopment in the agricultural connnunity and one in which the Nation 
has a vital concern. From a reading of the report, some of the remedial 
proposals api>ear to be exceptionally harsh if not of quej^ ionable con- 
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stitutional character. Certain proposals seoiu especially ^subject to 
reservations in the light of tlie relatively narrow scoi>e^of the com- 
mittee's hearin^rs and the wide impact which these proposiiLs would 
have if implemented. 

Another aspect of this^report we find subject to que^^tion is the. 
rather si^rnificant variance in some of the cited statistics from the data 
presented in two publications by the Economic Research Service of 
tlie Department of Agriculture. These publications^ Corponjlions 
Ilavinc: Agricultural Operations, A Preliminary'Retwrt and Prelinfi- 
nary Rei>ort II, cover activities in 47 St atee.* Although two Stat<>g 
having a liigh level of corporate activhy, California and Hawaii are 
not included in these reports; the data given for the other vStat^, 
incliuling Texas and Florida, both having heavy corporate farming 
operations, does not lead to the same conclusions as tno>e reached in 
the subcommittee's report. 

/'(?m7/;^/(;7i, 'Because of inconsistencies betw^n the subcommitteeV 
and TTSDA's rej>orts, as well as the nature of some of the subcommit- 
tee s reconnnendations, we believe this subject deserves broader statis- 
tical analysis and more thorough inve^stigatiori before any si>ecific 
legislative action is inhiated. 

Robert Dovr. 
m.arlow w, (\)0k. 



STATEMENT OF MESSRS. McINTYRE AND GRAVtEL 

At the time the hearings were conducted, which constitute the basis 
/ for this report, we were not members of the Select Committee on Small 
Business. We, therefore, re^rve judgment at this time as to the con- 
clusions and recommendations contained in this report, but we certain- 
ly have no objection to the issuance of this report, 

^ TiioMAs J. MolNwnK. 

Mike Gravei,. 



HTATEMKNT OF MR. STEyE^"S 

Daring the period covered by this report, I was not a niemT)er of 
the Seler»t Committee on Small Business. While I do not object to the 
issuance of this report, I reserve judgment, at this time, as to the con- 
clusion and recommendations contained herein* 

Ted StEVENB. 
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Whether industrialization of farming is a threat not only, to the 
family farm, but also to thej^ru^ftl society founded upon the- family 
farm, is the specific subject p^'^e present report llie purpose of-this 
studyis to test by contem]|c^^'fieId research the historic hypothesis 
that the institution of sl^ll^Kfependent farmers is indeed the agent 
which creates the homogenous commimity, both socially and economi- 
cally democratic: . \ . ' /■ ^ 

Tlie present incjuiry* consists of a detailed analysis and comparison 
of two communities^ one where agricultural operations ar^ on a modest 
scale, the other where large .factory-like techniques are practiced. 
* Both oommunities lie in'theJEertile southern San Joaquin Yalley in 
the Great Central Valtey of California| where highly developed and 
richly/ productive agriculture is characteristic. Limitations of time 
and resources.dictated that no more than two communities be studied." 
Numerous otherji pairs might have bisen chosen wbich doubtless would 
have yielded comparable results. ' 

The two communities studied naturally vary in some degree ^th 
respect to proportions of surrounding lands devotfed to this or that 
crop, with respect to age, to depth of water lift for irrigation, etc, 
as well as wi^^jespect to the scal§ of the farm enterprises which sur- 
round them. Cohtrols as perfect as are possible in the chemist's labora- ' 
tory are -not found in social organizations.^ Yet the approximation to. 
complete^control achieved by selection of Ithe comn^unities of Arvin 
and DinuHayis surprising ly hirfi. Other factors, besides the differ- _ 
enc€^ scale of farming, whicii-'^ght have produced "or contributed 
to tne striking contrasts of Arvin and Dinuba have been carefully 
examined. On, this basis the conclusion has been reached that the pri- 
mary, and by all odds the factor of greatest weight in producing the^N 
essential differences in these two communities, waslhe characteristic 
dijfference in l!he scale of farming — large or small— ujb^n which each 
was founded. There is every reasOT to believe that the' results ohtained 
by this study are generally applicable wherever like economic condi- ( 
tions prevail. / ; 
>\ SuMj^KY OF Findings 

\ ; • p/ ■ / . ■ . • - 

Cei^tain conclusions are ^particularly significant t|^an understanding 
of the importance of his place in % community. Not only dock plie ^niall 
fa^n>itseiif c(ftistitute small biisinesSy but it supports flourisl^ing siii^U 
.cotemercjtel biisiness. f ^ , . \ 

^Jialysis of "th^ business conditions iii the commtiirities of Arvin<^ 

»Thli brief report Is taken from^PP- -^6^ of-the hearing record of the Sjtibqiinimlttce 06 
'*^Monopol7. ■ ^ ' ^ ' . ' o 

(20) / - ' 
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\ ■ 30 ■ , ^ - 

~ ' T^^ /^^^"small farm cbnnnunity supported" 62~sepafate~^ 
. establishments, to but 35 in the, large-farm community; a ratio in 
f avor of the smalL-f arm (X)inmunit7 of nearly 2 to 1. 
; (2) The volume of retail trade in the small-farm community dur- 
mg the 12-month t)eriod analyzed was $4,383,000 as against only 
$2,535,000 in the large-farm community. Eetail trade in the small- 
farm community was gi^eater by 61 percent. 

(3) The expenditure for household supplies and building equip- 
ment was over three times as -great in the small-farm community as it 
:was in the large-f arm coimnunity. 

The investigation disclosed other^ vast differences in the economic 
aii(J social life of the two communities, and affords strong support for 
the belief that small farms provide the basis for a richer commimity 
life and a'greater sum of those vaJue^^^l^i^^ich America stands, than 
doindustrialiizedfarmsof theus^ST^peT^7 • 
; It was found that— ^ 

(4) The small farm supports ia the. local cpmmunity a larger num- 
ber of people per dollar volume of agricultural production than an 
area devoted to larger-scale enterprises, a difference in ijts favor of* 
about 20'percent, ^ 

(5) Notwithstanding their greater numbers, people in th6 small- 
farm community have a better average standard of living than those 
living in the community of large-scale farms. 

' (6} Over one-half of jthe breadwinners in the small-farm com- 
munity are independently employed businessmen, persons in white- - 
collar employment, or farmers; in the large-farm cpnimimity the pro- 
portign is lessihan one-jSf th> _ - - • " 

(Y) Less than one-third oi the' breadwinners ■ in the small-farm 
cpmmunity are agricultural wage lal^orers (characteristically land- 
less, and with low and insecure income) while the proportion of per- < 
sons ia this position reaches the astonishing^ figure of nearly two-thirds 
of all persons gainfujly ©mj^loyed in the large-farm community. » 

(8) Physical facilities for community livmg — ^paved streets, side: 
walks, garbage disposal, sewage disposal, and other public services- 
are far greater in the smallrfarm community; indeed, in the indus- 
tria1:-farm community some of these facilities are' entirely wanting. 

(9) Schools are more plentiful and offer broader services in the 
small-farm community, whibh is provided with four elementary schools 
and one high school; the large-farm community has jbut a single ele- 
mentary school. * * 

(10) The smaU-f arm community is provided with t^ree parks for 
recreation ; the large-farm cdmrnunity hiais a single plaj^ound, loaned 
by a corporation. ' ^' 

(11) The small-farm town has more than twice the number of ' 
organizations for civic improvement and social recreatioii than its 
large-farm counterpart. . 

(12) Provision for public recreation c^e3P6, Boy Scout troops, and 
similar facilities for enriching, the lives of ^the inhabitants is propor- , 
jtioiied in the two communities dn the.same%eneral way^-favqring the 
small-farm community. • , . ^ 

^ C 13) The small -town commn^ity supports %wo. newspapers, each 
with many times the news spiace carried in thgr single paper of the 
industrialized-f arm community^. * • ^^.^ 
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(14) Qiurches bear the ratio of 3 to IJ^etween the communities, 
with the greater number of churcl^es and churchgoers in the small- 
farm community. * / 

. (15) Facilities for making decisions on community welfare through 
loijal popular elections are available to people in the siga^U-town coni- 
muliity ; in the large-farm community such decisions are in the hands 
of officials of the county. 

These differences are sufficiently great in number and degree- to 
affirm the thesis that small farms bear a very important relation to the 
character of American rural society. It must be realized that the two- 
communities of Arvin anft Dinuba were carefully selected to reflect 
the difference in size of enterprise, and noi extraneous factors. The 
agricultural production in the two communities was virtually the same 
in volume — ^2i/^ million per annimi in eacH — so that tlie resource base 
V was strictly .comparable. Both communities produce specialized crops 
Vb:^hig]^ value and high CjOst^ of production, utilizing irrigation and 
Hft¥g(M3odies of special harvest labor. The two communities c%re in the 
' same clipiate zone, abput equidistant from small cities and major urban 
centers/'Similarly served by highways and railroads, and without any 
significant jjdvantages from nonagricultural resources or from manu- 
facturing or processing. The reported differences in the community 
may projperlvlbe assigned confidently and overwhelmingly to the scale- 
of -larmmgv f aotor. 

The reasons seem, clear. The small-farnpi community is a population 
of middle-class persons with a hig^i degree of stability in income and 
•tenure, and a strongs economic and social interest in their community. 
Differences in wealth' among th^jft are not great, and the people gen- 
; ref ally associate tog^^ serve tne com- 

munity. Where farms are larjgep^. the other hand, the population 
consists of relatively f ew^persdns wjih economic stability, and of large 
numbers whose only tie to tHe cMtimunity is their uncertain and rela- 
tively low-income job. Dii®»^5^s In wealth are great among mem- 
Ipefs of this community, and ^^cial contacts between them are rare. 

Indeed, even the operators of lai-ge-scale farms frequently are ab- 
sentees ; and if they tJo live in Arvirt, they as often seek their recreatidn 
in the nearby city. Their interest in the social life of the community 
is hardly greater Jhan that of the laborer whose tenure is transitory. 
Even tjxe Dusinessmen of the large-farm community frequently ex- 
press their own feedings of impetmanence ; and their financial invest- 
ment in the community, kept usuajly at a minimum reflects the same 
view. Attitudes such as these are not conducive to stability and the 
rich kind of rural community life which is properly associated with 
the traditional -family farm. ' - 



Senatj!^ SxEij^ci^soK. Senator Hughes would you cere to go ahead 
with your opeiiing statement ? . 

Senator Hughes. Mr. Chairman, my statement is brief. 

As you know, I share your belief that these hearings are of vital 
importance to farmworkers, farmers, and rural America, What we 
are really investigating here is the nature of present-day American 
agriculture and landholding patterns, and the prospects of family 
farming for the future. \ ^ 

I want to express my appreciation to the witnesses who have agreed 
to appear this morning — including representatives of^the Nation's 
farm organizations — ^to offer us their .views and open themselves to the 
questions of this subcoimnittee. - 

I am disappointed, however, that the Nation's largest farm organi- 
zatioiif-the American Farm Bureau Federation — ^lias decided not to 
testify here today, thoueh they have filed a statement for the record. 

There are about 2.9 million farms left in America. Of those, 2.3 inil- 
lion ar^ small- or medium-sized operations. The Farm Bureau claims 
to 'have 2 million family members. I would think that they would 
have quite a stake in the issues *we are discussing. 

I have read with great interest the statement submitted by the 
Farm Bureau. Their position — ^that '4;here is no clear evidence that 
large corporations controlled by nonfaim interests are taking over 
agriculture"— is in sharp contrast to other testimony we havelieard. 
It is diametricalljr opposed to the statement of National Farmers 
Organization President Oren Lee Staley that "corporate agriculture, 
as it is how developing, ip like a cancer eating away at the heart of 
American agriculture," and the testimony of National Farmers Union 
representative Kaymond Watson that "the vertically integrated opera- 
tion is, I believe, the' most serious threat facing family agriculture in 
America. It*is an alarming development. It must be halted." 

Some of the evidence already stated this morning supports certainly 
at least in part that statement.^ 

Why is there such a discrepancy between the views of these two 
other major farm organizations and the FfeLrm Bureau, all of which 
claim to speak for American farmers? I would like to ask the Farm 
Bureau representatives that question — as 1 will a^k the NFO and 
NFTJ representatives— but that is precluded because the Farm Bureau 
is not here.. " * 

' The members of this committee approach these matter^ith an open 
mind. But in the process of drawing our conclusions, it seems esseiir 
tial that we hear from all of the forces at work in rural America. I am 
also disturbed that none of the seven major food processors that 
were invited in September to testify have yet positively responded. 
Why will small farmers, farmworkers^ rural social action agencies, 
and all the other major farm organizations appear, but not the 
processors and the Farm Bureau ? * 

What can be of greater priority to AmerictiiB family farmers than., 
the prospects of their survival ? I am sure that the chairman- of this 
committee would welcome the appearance of the Farm Bureau and 
of the Nation's food processors at a later session of these series of hear- 
ings, if they are willing and able to give us the time. I think it is of 
ultimate importance that they do so. 
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Thank you Very much, Mr. Chairman. ^ 

Senator Stevisnson, Thank you, Senator Hughes. 

We will continue to jpve the American Farm Bureau and also any 
corporations involved in farming, and in the processing of f ood, op^ 
portunities to appear before this subcommittee. 

The American Farm Bureau has sent a statement for the record 
which I will, without objection, enter into the record. o 

(Th« prepared statement of the American "Farm Bureau Federation 
follows:) 

r 
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Amerioan Farm Bureau Federation 



HovMbir I, 1971 



Ihft Honorable AdXal S. Stcvcnaon» IIX 
Cha£inMn 

SubcoiMiittM on Mlsratory Labor 
Comittat on tabor and Public WaXfara 
Unltad Statta Sanate. 
Waahinston, D. C. 205X0 

Dtfar Sana tor Stavanaon: 

Wa appradata th* opportunity to coMMnt on tha quaatlona which ara balng 
axpXorad by tha Subccwilttea on Hlsratory Labor of tha S«nata CoaMilttaa on 
I.abor and PulXlc tf«X£ara. It la our undatatandlns, baaad on your atatapant 
at th« SubcoMMlttae hairing on JuXy 2X, X97X» aa pubXlahad In th« CongraaalonaX 
Kacord for Sapta«bar 23, X97X, that you pXan to Xook Into aoata of th« undar- 
Xylng tranda that h«va baan talcing pXaca In agrlcuXtuta. In our opinion thla 
typt of Inquiry la potentlaXly nuch feora fruitful than tha uaual Invaatlgatlon 
of klgratory Xabor probXaaa. ^ 

In racant da&adaa thara have bean profound and far-reachlns chanfea In agrl- 
cuXture. Trenda during auch. dacadea are continuing at a rapid pace. 

A Major fettur* of agrlcuXtura econoailc deveXop«ene haa Involved the aubati* 
^tutlon of Mechanic a X power, purchaaed Inputa, «nd adentlflc know-how for 
miacXe power, hoM»produced InpuKa, and tradlClonaX nethoda. The lnevl'ta>le 
reauXt haa been an Increaae In labor productivity which haa vaatly expaniad 
output per nanV and atlamlated a trend toward fewer and Xatrger fariM at tha 
coat of greatly Increai^ed capltaX requlr^nta per fat» and per fani worker; • 
and reduced the need for far* labor. 

There h«a alao bean a tendency for fanMra to obt«ln an Increaalng ahare of 
.their totaX IncoMe froM nonfara eourcei^ pj|rtlcuXj(rXy In the caaea where Indlvl- 
duaX operatora have not bae» In a poaltlon to expand their farari.ng operation. 

Theae tranda ar« IXXuatrated by tjie foXlowlng tISDA atatlatlca: 




WAtHtNOTON OPPICK 

A»B ISTH STRKKT. N W. 
WAaHIN«T*N. ». C »—4 

ARIA coat lOl > «9a*tsis 
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TAiU I - mKin OF FAJMS ly VAtUI OF lAIIt CtASnt, 19CO-70 
• FitM with aalti 

y53S *ao,ooo ''m.m 110,000 — ?57TOj — i2,5ou m au — 

and to to to to ^ than fanui 

ovtr <39.999 $1».999 $9,9$» $4.999 ^ $2>500 

Ihouaanda of FacM 

. 1966. 113 227 497 660 617 1,841 3,962 

1965 160 287. ; 487 502 430 V 1^474 3.340 

U70 . 223 374 513 370 260 * 1,184 2,924 

rtrctntagt of Dlatrlhutlcm 

1«0 ^ 2.9 5.7 12,5 16,7 • 15.6 46.6 100.0 

1965 4.8 8.6 14.6 15,0 12.9 44.1 100.0 

1970 7.6 12.1 17.5 12.7 8.9 40,5 100.0 

Soutct; "fani IncoMt Situation," FIS 2l8, Iconoaic lUatardi Sarvlct, 
^ U. S. DapartMtnt of Agrlculturt, July^ 1971. 

^ TABU 2 ^ llK(X9t PER FARM OfPIRATOR FAMILY BY MAJOR SOURCE AMD BY VAtOE OF SAIES 

CLASSES,- 1960-70 t 



_^ Fanu with aalaa . 

X«ir 140,000 $20,000 $10,000 $5,000 $2,500 Ltaa TH " 

an4 to to ; to to than fanu 
ovar $39.999 , $19^999 $9.999 $4.999 $2.500 

-***».-*-«Doll«s^-v-.r— -**.— 

Raallgad Wat IncoiMi 1/ 

1960 11,955 8.652 5,368 3,305 1,961 850 2,962 

1965 25,451 9,937 6,199 3,519 , 1,972 974 4,190 

1970 25,664 9,962 6,208 3,492 / 2,049 ,;^ 1,059 5,374 

Off-Fana Xncowa ^ ^ 

1960 2,177 1,678 1,258 1,573 ^ 1,849 ' 2,731 2,U0 

1965 4,469 . 2,512 2,316 5,233 . 3;470-' 4,646 3,751 

XJ70 " 5,803 . 3,503 3,452 4,984 5,465 7,954 5,^33 
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, Totnl IncoM* Includltif Kon*aumty 

Incowa froi Fana Food «nd Houalng 

1960 . 21,132 10,330 6,626 4,878 3,810 3,581 t5,102 

1965 29,920 12,449 8,515 6,752 5,442 5,620 7,941 

1970 31,467^ 13,465 . 9,660 8,476 7,514 9,013 11,207 

Farcantaii of totltl lnco»> ftcrn of f- farm aoutfcaa ^ 

1960 10.3 16.2 19.0 32.2 ' 48.5 76.3 41.9 

1965 14.9 20.2 27.2 47.9 63.8' 82.7 47.2 

1970 18.4 26.0 35.7 58.8 72.7 88.3 52.Q 



1/ Includta govarnMnt paya^nta. • 

SOURCE: "Fan IncoMt Situation," I^IS-aCK Econoalc Rtaaarch Sarvlxit, tl. S. 
D«part««ne of Agrlculturt, July 1971. 
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Altboush wm h«ir • srtit dMt ebout corporitloni in igrlculturt, thert li no 
cl««r tvldincc thit lirgt corporttloni controlltd nonfini Inttriiti •v 
tiklnc ov«r isrlcUlture, 

Ibtrt hii b««fi « trend tovird mov incorporitlon of indivlduil and failly 
•mccrprliti, . ' . • . 

Hit corporate form of orsanix'atlim haa a nuftbar of advantagaa for certain typaa 
of^faralng oparatlona including tha following: 

In tha abaanca of contrary arrangaaanta corporate atockholdera era 
not individually liable for e coporetiop'e liabilitiee. Ihia ia 
often an. attractive feature whan tvo or »orft individuale wiah to enter 
into a joint venture in faming. Xn ao«e caaea» however, the limited 
liability of atockholf^era la »or« apparent than real, ainca lendera 
way inaiat that Major atockholdera aaauaa individual liability for 
loana to a faming corporation^ 

Incorporation pemite a boainaae to continue uninterrupted in tha 
event of the death or dieebillty of tha aajor owner or operator. 
Ihia facilitataa the interganaration tranafar of fuming oparatione4 

Under ca|tain circuiaatancaay incorporation can create opportunitiea 
for aubatantial tax aevinge. 

For exaMple, the corporation, tax rata ia'22 percent on incoiM up to< 
$25>000, whereaa, the pareonal incoM tax rata hite 22 percent at 
$8,000 of taxable inco«e for Harried taxpayare filing joint returna, 

Incofporation alao nay Make it poa^aibla for « taxpayer to, reduce 
aetata taxea by taking advantage of the federal gift tax axaaptiona, 
ainca he can viaka gif ta in the fom of atock in hie corporation 
without reducing hie available capital. 

In covbination, the -advantagaa liatad ebovf often Mean that the 
exility of a faming oparation to obtain needed capital can be in"* 
craaaed through incorporation, ■ " 

the aejor dieadvantage tha atandard ^om of corporate organisation' la that 
incoM diatributed ae dividanda ta aubject to double taxation— fire t in tha tianda 
of tha corporation and than in tha handa of tha ahareholdera, ^ ]| . 

Ihia dieadvantage vaa raaMSvad for certain aauill buaineaa corporetlona—including 
faming corporationa— by a 1958 a»endMenr^to tha Internal Kev'anua'Code knowti ae 
fubchaptar Under thia lagielation, certain aaall buainaaa corporationa in- 
cluding fawia can /elect toupees the tex liability on their eaminge to their 
eharaholdera, Eaminge of auch corporatipni are <taxebla in the henda of the 
indlviduel ahareholdera t whathar diatributed or not, but tha corporation doae 
not pay Incoaia taxea. Thia procedure enablee tha aharehoUeiTa to obtain Moat of 
th«^dvantagaa of incorporation-- including* liaited liebility for ahariHoldera— 
without baing required to pay corporate incowa taxea. 

l)ia raault haa bean a aubatantial increeae in tha hunbar of f am' bueinaaa^a tbat 
are incorporated. * /» 
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K U. S. D«p«rtMnt of Agrlcultur* study ("Cor|H>r«tloni With Fcmlng Op«r«tloni'% 
Agrlcultursl tconmlc Report Ko. 209) conducttd In 1968 ahowtd that 13,300 
fsnltig corpora tloni^ repreaentlng 1 p«rc«nt of ell coMiarclal fanui, Optra t»d 
7 f arcant of U* S» farmland* In 1967 thaaa corporata farms accountad for an 
aa tlmitad $3 « 3 billion In Urm product lalai, or about 8 parcant df total farm 
■alaa* 

* • % - 

Nearly tvo-tblrda o£ tlia faming oorpo rations covarad by this study vara fAslly 
corporations; 14 psrcsnt Ksrs otmsd and controlled by Indlvldusls; mi^d only 
about 20 parcsnt^vsrs subjsct to othsr typss of ownsrshlp snd contrdl* . 

the USDA slso found thst 63 psrcsnt of sll corporations with fsmlng opsr«tlons 
In thf 48 contiguous st;«tss wars sngsgsd solely In fsmlng; 15 psrcsnt vsrs 
engaged in femlng plus sgrlbuslnsss actlvltlss; 18 psrcsnt wer* engsgsd In 
faming' plus nonsgribusincss stitivitiss And 4 psrctnt vsrs of ths combinstion 
or conglomerate type. 

Faming wes the aajor activity of 72 pageant of thsss corporstions (63 psrcsnt 
sngaged solely in femlng plus 9 psrcsi^t with other sctivitiss), the sscond 
rsnking sctivtty of 25 psrcAit snd ths third or lower rsnking sctivity of only 
3 psrcsnt* 

Hius USDA figurss indicste thst most corporstions vith fsmlng opfrstions srs 
owned by f«Miliss or indlvldusls ini thst ths g|sst majority of ths corporations 
snga^sd in xgriculturs ars lissicslly agricultursllsr orisntsd. 

A Isrgs^psrt of ths bsnsfits of economic dsvslopment in egriculture hes bssn 
pssssd cm to consuamrs in the fom of s dscline in ths psrcsntsgs of the con- 
sumer's incoms thst is spsnt for food products. According to USDA ststistics^ 
the psrcsntspe o£ diepoeable consumer income spsnt for food drojlped from 22. 2 
percent in 1950^ to 20.0 percent In 1960 end 16*6 percent in 1970. 

Ihe feet thet « lerg« pert of the benefits of agriculturs dsvslopmtnt is pssssd 
on to consumers indicetee thet agriculture ie e highly competitive industry. 

Despits rising productivity the sysrsgs fsm opsrjtor hss bssn suff«ring from s 
pricc-coit squssxi^ during most of ths post-wer psriod ss ths pricss of ^sm ^ ^* 
suppliss hsvf been rising fastsr thsn ths pricss of £am produeti. In Septem- 
ber 1971 fem prices svsrsgsd only 68 psrcsnt of psrlty in cowpsrison with 
80 percent in Septanber 1961 end 103 percent in SepSemWr 1951. 

Faming is- not « high profit businsss snd it clssrly hss not bssn enloylng ths 
high margins that would make it vulnerable to ^e teke-oVer by outs ids IntsrssCs. 
Farmers clcsrly ntsd grcatsr bsrgsining power. Thet ie why Fem lureeu supports 
ths propossd Kationsl Agricultural Bsrgsining Act of 1971, introducsd ss 1775 
by Senetors Tunnsy, Curtis snd othsrs* 

the fsm Isbor problem is pns of ths most Miiundsrstood sspects ot modsrn 
agriculturs. > ' 
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Dm fallovlMf it a •uMurx o£ MiJ»t,clMt«cttriatica of tlit fani labor 
ftrcaj . 

lipat ^am worlcara ara yotrng . tlia follovint <ita ara Uaad on lJ70v, 
■ ■ ' » • ■ # * 

tha iM^ian af a la 23» 
33 i^rcant ara U~17 yaara oU« 
22 parcant. <ra It-24 yaara oU« 
13 H^caat ara 2$-34 yaara oU. 

10 iMrcant ara 35<*44 yaara old. '/ * . * - 

10 iMrcant ara 45*5^ yaara old, ^ 
7 parcaot ara 55o64 yaara oU« ' < 

5 parcant ara $5 yiara old and oirax^^' j « 



lourca; 



"tba lltad Fana lforkli% 7or«W of 1970 - A ttatiatlval Xaport*< 
Agricultural IccMiic Ra^rt: llo« 201, Iconaaiic laaaarck Sarvlca, 
tr« S« Papartaaat of Agricultura, Marck 1971« 



2. 



tha chiaf activity of lioat hirad firm i»orkya,la xwi^w^cultural , T&a 
following data ara fron Tab^a 4, "Thariprad farw Workti* Forca of l970^,tIJDA 



Chtaf activity 

Far« verk thx wagaa 
Othar fana vork * 
NonfarA vork 
Unaafloyad 
Kaaping houaa 
Actanding achool 
Othar 

Total : 



IMihar 

5?9;ooo' 

^,000 
39d,0O0 
70^000 
265i000 
9tt,000 
Ul,000 
2,4M,000 



1/ 



.l/.Doaa not add to total dua to rouading. ' ' " 

¥ ■ . ' * 

tha chlaf cauaa of tha low avarata ammal aararltita ot^ffiaa workara la tka t 
lumy paopla claaaifiad aa "fana workara" ara mployad for ^ly a ralatiyaly 
•Hall part pf tha tiaa^ tliia ia illuattatad im tka following data froa. 
Tabla 7 of "Tha Uirad Fam Working Forca of 1970'* ilgritultural fcoiMMic 
Haporc Kd. .201, U.S.D.A/j 

Workari yfao 
vorkad in 
Agricultura 

taaa than 25 daya 

25 to 74 daya 

75 to- 149 daya 
150 to 249 daya 
250 daya and ova r 

All 

1/ Calculatad* Sacond coluna ii|filti|pllad by third co1uki« 
1/ Ooaa not add to total dua to rounding* 



Nuadiar 


Avaraga daya vorkad: 


Total daya 


of 


In 


*At nonfam 


vorkad in 


workw 


Agricultura 


vork 


^rlcultura J[/ 


1,093^000 . 


9 


63 


9,S37,OO0 


623,000 


44 


41 


27,412,000 


291,000 


. 105 




30,765,000 


172,000 


199 


22 


34,22t,OO0 


306.000 


31t 


, U 


97.30I.OO0 


2,4U,0O0 2/ 


•0 


*^ . 46 


199,040,000 
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Only 12 ptrctnc of thm total nwibtr of worVtri who worked in ■griculctrt in 
1970 w<nk«d 25Q daya or MOrt« Ihe avcrift niaibtr of dayi worktd in agri- 
cultutt of all fara vorktra waa only 80 daya par yaar* 

* , • ■ "-^ • • ,. \- <^ ■ ' 
If w« tliMinatc tht full- tin* Wdtkara (thoat who worktd 250 or Mort 4aya 

par ytarX tht rtMiAdcr worktd mn avtragc of only 47 dava par year in 
agriculture. .c— > 

4« Miiratory worktra rtpreitnttd onlx 8 pcrctnt of tht total ittwbtr of hirt4 
„ fata worktra in 1970* A Migratory worker U a-ptraon who worktd In a county 
othtr than hi» county of rtaidenct or who had no uaual plact of reaidtnce 
and did fara work in two or iMrc countita during tht ytar. Tht nu«btr of 
■igratory worktra ia dtclining aharply. Of tht 2,488,000 ptraona who wtra 
hirtd by fanaara in 19.70, '196,000 wart Migratory worktra. Iht nmbtr of 
•igratory vorktra rtporttd for 1969 waa*257,000.. (Data fro« "Iht Hirtd 
Fara working Forct of 1970", U.S.D.A.) • - 

^ ^ . a 

^ • Hupbtr of Migratory Worktra in tht Hirtd* Fara Workint Force 

. ; Miiratory Nonaigratory' All Migratory worktra a« a 

worktra ^ ^ wprktra Worktra ptrctntait of all worktra 

* " ' ^ptrctnc} 

M'SSS ^ 2,412,000 2,763.000 . - . 12.7 

1967' ^ 27^ 000 2,802,000 3,078foOO 9,0 

/' 1968 /• 279; 000 2,640,000 2,919,00(r 9.6 

1969 : 257,000 2,314,'000 2,57L,000 • 10/6 

' ^ 1970 196,000' 7,29i»000 2,488,000 7.9 

Source: "Tha Hirtd Fara Working Force" annual repSb^^ 1966-70, Econoaic 
Xcaaarch Ser>Jlca, U. $. DapartaenI: of Agricultujea. 

5» Wage rataa par hour do not ^ullv rthact tht earn/oga of fara worktra £t<m 
Urm work, Piact rata wagea«generally a r'^f higher than hourly ratea, and fara 
wok^era often receive varioua perquialt^a which are not reflected in publiahed 
wage atatiatica. ^ 

Ave rage Wage Earntnga per hour of All Hired Fara Workara » 1970 

Workera on piece rata baala *$2*03 ^ * 

Workara on tia« baMa * ^ * 1,72 • 

All hired fara workera ' 1.74 

Source: Coaputed froa quarterly data pubUihiTd in varioua iaauea of "Fara 
f) ^ Labor", U.S.D.A, t>ata do not Include jny allowance for hpualng, 

^utllitiaa, aeaia, food, tranaportatlon and other perquinitea provided 
.* fara workara by faraera without charge. 

# * 

Ohe uae of Aigratoify labor paralata in agriculture— although it ia declining— 
becauae It haa been difficult to acchanise certAln aeaaonal operationa auch aa 
the har>;'eating of tree fruita and nuta. Aa a conaequenca, certain typea of faraara 
need aubatantial aaounta of aupplaaental Ifibor for relatively abort perioda. The^** 
labdr performed by aigratory workera ia primarily hand labor. While fataara have 
to compete with nonfarm employer^ for labor, neither a farmer nor any other em- 
player can afford to pay aa much per hour for relatively unakiUad hand labor aa 
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th«y could pay < highly •kUl«d Mchln* oMrttbr. In othir worii, th« wit««- 
f^U ■lgr«tory far* workers «r« riUtlvily low bicauM th« v«lu« of th«lr •■rvlcM 
M9 M«iur«d by th« voIum o£ th^lr outp4it «nd Urm r>^^^«« ^« ralativaly low to 
th«lr •uployart. In many thi iblllty of fenMrs |p p«y hlghtr wu" 

h«ld down by actual or thraatanad l»porta— for ax«iiH>la, Iwpotta of frulta and 
vagatablaa fro« Maxlco hava baan rlalng at a rapid rata, * 

-Fara luraau h«a a 4iip end continuing intaraat in tha ii(plfara of fara vorkara. 
A copy of our currant policy on rana Labor ia ancloaad for yoiSr information. 

V« will ta glad to work with your. CoMiittaa in any way that wa can. 

Sincaraly youra, 



WtlliMi J. Kuhfufa 
?ra»idant 



Encloaura 



F«S,: Va ahould appraciata your making thia lattar a part of tha 
haaring rtcord, ^(^^ 



ERIC 
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Extmct ttom '»r«r» :Biurt«u Follclaii for 1571 - Ucoluclonc cm 
^ Itetlonal Xituta Adopted by lltctad Votln« Dt legatee o£ the 
Meaber State Fam Bureaua to the 52nd Annual Meeting of the 
A»erlcaft rarw bureau Federation* Houeton» texae» December 1970. 



Farm labor 

^ An a4t»|ii«fc farm' lihoir force If cMtiHU) f« prtdnctlM 

•f the nallon** fooil »nil fiber, 

Wc ihire a conlinuinf reiponiibiHCy lo leek prtclical 
solutioni lo farm labor probkms. Many of ihe educa- 
lionat. cconomk. and focial probkmt of individual 
workcri involve a general community rc«poii$ibfiity. Wc 
urfc State and 'County 1?arm Burcatis to lupport 
programt rclating/to ihe 5olulion of these probkms. 

Wc recommend {hM State Farm Bureaus five comid- 
tration to undcrtrtkinp ctlue.itioiiil procrams fnr farmert 
eoverinc the mkt\y requirements of stale ami federal laws 
rclatinf to employment of farm workers. 

Transportation of-farm workers 

Wc rccommcm^ that not havm; statute provid- 
ing adequate safely standards for intrastate |raniporta> 
lion of farm workers l>y motor vehkic epact luch 
kgislaiiOA. - 

Housing for migrafory workers 

W« recommend that Sr*tc Farm Bureaus support Ihe 
enactment of slate lavyi . relating to proper bousing 
standards for migratory workers. Wc favor faslcf tax 
write oflf of investments In farm lahor homing. (>fosokle 
unused farm |3bor housinj shculd be demolished. 

Recruitment 

The availability of competent farm workers continues 
lo b« ft major problem during harvest and other seasonal 
pttiod*. 

We urge State Farm Bureaus lo promote Ihe initiation 
Of conlihualion of farmer and farm supervisor (raining 
courses designed lo improve farm labor-management 
relatiobi and the clTcclivchesi of supervision and training 
of workers. . . , 

We recommend that individual farmers artd Associa- 
tions of farmers seek to reduce their dependence upon 
Hhe public employment services by assuming greater 
responsibility for the recruitment, placement, training, 
•nd upgrading of workers. 

Wc oppose any proposal whereby the pnWk employ- 
ment servkes would \k assigned a f rcitcr rcsponsibit' 
it>' for the recruitment and phccnicni of farm workers 
Of Ihe writing of fftrmcr-worker conlrncis of employment 
or would in cfTcci Income it crew leader or labor 
conlracior. 

Wc urge development, wherever fcislblc. of all local 
soiirccs of laljor. Wc recommend the employment of 
|cbool ywjih in vncntion pcttods Under proper supcrvi' 
sion such cmploymeut can be of bchefit to farmers, slu. 
dents, and the community. 



Foreign Ihbor programs 

Wc support the importation of supplemental foreign 
farm workers where rKcessary to ftvoW crop tosses and 
disrwplion of farm protluciion. Dckrminalion of the n«cd 
for such workers should he ihi responsibility of the U.S. 
Department of Agrkullurc instead of the DcparlnKnt of 
Labor. . • 

Wc •pposc restrklfons on the empteymcnl of foreign- 
ers lawfully admitted as permanent residents of Ihe 
Vniled States. • 

The predominant hourly wage patd seasonal farm 
Workers within a sl;ile as determined by the State Df P«rt- 
meni of Labor should he the "adverse cITcct** wage rate 
use<f as ihe criterion for the (mpkiymcni of foreign 
worken. 

Employment of minors in agriculture 

Young pcDpk shoiiW have an^opporUinity to work ?n 
agrkuHurc. In most instances such empkiyment has 
desirftbk results. Work expcrknce is an essential pari 
of Ihe educational process and f>ctps 'develop self reliance 
and self-respect. 

The .opposition of many people lo the employment of 
minors has led to « harmful limitation of employment 
opportunity. Unwise kgislation restrkling employment 
in agrkullure can further limit }9ba for youiig peewit. 

The programs administered by the Agrkullural I'xten' 
skxi Scrvke and vocational agricultural teachers have 
demonstrated that -workers aged M and 15 can be trained 
in Ihe ufe ope/ation of tractors and farm machinery. We 
recommend continuation of these programs. 

We favor ihe enactment of state kgislalion govcrnlrig 
ih« employment of minors in agrkullure, with appro* 
•priate consideration to iraining and safe eondidons of 
employment. Conditions vary lo much that kgislalion in 
this area is best kft lo the slates. ' . . 

Occupational insurance 

' We recommend coverage of farm workers by occu' 
pational insur.mec, either nimkr voluntary stale work- 
men's compcnsaiton insurance programs or empl(^efs* 
liability insurance. • 

Farm product boycotts 

Wc oppose efforts lo force farmers to require their 
employees to join n union by inilinling and promoting a 
boycott of any ptoduci in the marketplace. Product boy* 
enlls deny ihird pAflics Ihe rifhl lo buy and sell. Wc 
assist farmers Affected- bV such boycotts in their cIToris 
lo maintain their markets. 
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Boycottf of dfrkitttural proUiKts hy khor trntow 
cftcctivcl}' forcclovc nurUU for tn(ir« coHimcxIilkt 
whether or not imiividual prodiKcrt m»y ^ involved 
in n labor diiputc '<»f hire any Uhm at all— and whether 
or mrt wof ken w;inl to join Hk: union. 

Ihty rcjHcicnt :\ real ihrcM lh»l ortly farm produce 
with union Ubch will be permitted to move into 
, commerce SiKh market projuret c;in ultimately he 
directed towardi Ihi: compulsory orfitnizaliod of farmers. 

We recognize proilticl boycotts .is nnrkcl seizures that 
have asiuiMd many of the charnct eristics of social rcvo* 
lui>(Tn directed itot only at ihc datruction of farm 
markets bui the dcvtructioo of the market syuem itself. 
Elements of the boycott leadership fiwe openly called 
for land reform patterned after the lines of Utin Amcr' 
kan conDtcation of private propCfty 

We bclrevc (i|rtcullurc and the nation must awaken 
to this peril which hcfins with an assault on farmers* 
markets ami can end in the destruction p( our market 
economy. 



Farmer-worker relafions - 

We wfpfi the enaehMfit U siallMal UflkMUm |«y- 
ernliic fjirmer>worker relallMe* * 

This ftct shoultl liC ilcsijned to fit speci.il conditions in 
•fficullurc. includmK eftectivc und fast aclme remedies 
(0 prevent crop Injjes from strikes or boycotts. Guide* 
lines fo Ite follow cti in the development of this lecttla> 
lion should incImJc^ 

(\) f armer worker relationships shonid not be subject 
to decisions of tlic Nation.il LalN^r Relations Doard and 
the courts with rctpcci to tndustrut Ubor relations. 

(2) The ri|h( of workers to decide queilfons of repre* 
senlatkm or decerlincalion should be protected by a 
secret b«llo( procedure 



(J) Workers should have the rifhl of voluntary* asso- 
ctatkm. Stale laws rclatini to this issue should be appIiC' 

(4) An exemption should be provided for small (^ra> . 
lors in agrkulture comparable to that for small businesses. 

(5) If arbitration is included the procedure should be 
carefully desicncd to nvoid the elimination of private 
barfainini and should Ik limited to qitcilions of wa^cs, 
hours, and workinjfc conditions. > 

We wfje State T^rm Hurcws to surpoti ihc enact, 
menl of state k|iilation based on these fuidelines. 

USDA wage reporting ' 

The U.S. DcpartnKnt of AfrKulture h.u ttarted the 
colketion ;tnd publKalion of wafe data on a national 
basis for piece rate workers. Tliis ffOVHks more accurate 
and less iniilt.u!ins data lh:tn thwe previously puWiihcd. 
We urge the DepartnKnl to eip^nd these statistical re* 
fofis and to colkct and puWifch piece rate eaminifs by 
stales. 

Wagner-Peyser Act 

The Department of Ijibor'f inter-relation of the 
Wtiner^Peyser Act that a labor dispute is created when « 
farm It picketed and that no workers shaH referred 
to |iny furm where e labor dispute so defined is conS'id' 
ercd to exist cooslitutes an unwarranted intervention of 
jtovernment in support of unionization of f.irni workers. 

Farm Bureau labor deportment 

Wc'recommcnd ihtl the Amerkan I'jrm Bureau Ted- 
eratiort cslAbliili t farm labor departmcnl to a«iit with 
farm labor probkms of farmer* and State Farm Bureaus. 
This department should include i public relationi 
program. 



Senator sStevek-son. Since June, the Subcommittee ^on Migratory 
Labor has been asking questions about rural Americans— smg,lT farm- 
ers attd farmworkers— and the land on which they live. 
- Our inquiry h^as brought us face to face with a. vast upheaval in rural 
American^— upheaval the more remarkable because it is, for the most 
part, unseen and unheard by most Americans, 

Even those who have noticed it have not fully understood it. Often, 
in speaking of life in rural America w*e resort to stg-tistics-^and the 
figures sometiihes disguise as much as they reveaJv They tell us, for 
example, that Americans in great nunmers have been leavmg the farms 
and moving to the cities. But the numbers do not capture the hidden 
meaning of the rural migration : ruined hopes, deserted homes^a dying 
way of life. . ' . . ^ . 

The American 4?'eajn, whatever else it 'may mean, has Always had 
° something to do with free men felling their pwn soil: prosperous,'* in- 
dependent citizens in coi>to)l of thdir own lives, enj6ying\4iill and. fair 
return' for theii^ hard work: ^ " 

Xhe dream goes a lonff way back! Thomaa Jefferson was its most 
eloquent champion. But/lt is still very much a part of our image of 
ourselves. Most t)f us still heliet^ or want to believe, that a man of 
modest means can sui^vive and prosper by his own tdil on land he calls . 
his own. ' ^ ^ * / • ' 

There are some theso. days wh6 consider that version of the iknerican 
dream quaint, if not obsolete — like the buggy whip or the potbellied . 
stove. They call themselves "realists." They are devoted to progress 
and efficiency. They advance a hew sort of ideal for rtiral America 
which Anphasizes "bigness" and "economies of scale*" They 'do not 
mourn the passing of the family farm and the small town. They tell 
MS that today the earliest version of the American dream is little more 
than a nostalgi|5 ftotasy. 

I am not so sure. I am not^ready to abandon that old dream until " 
.we study ^ the alternatives— -imtil we examine the new way of ru^al 
life admired by these so-called realists. " 

©•reality musf mean bankruptcy and frustration for the small 
farmer and farmworker, then w]iat pric^ reality ? * • . 

If "progress" jii rural America means hunger, disease and mul- 
nutrition/ poor medical care and low educational standards, bad hous- - 
ing and^caying communities, then what price "progress" f 

If "gffeiency" means that we must have a permanent und^^rclass of 
migrailjtfvorkers, economically depressed and dispossessed, then what 
price "eftciency"? 

If "ec^omies of scale" mean that our cities must bear the pressure 
of iniral outmigratioi;j^ with its burden of welfare payments^ unemploy- 
ment, and' social tension, then we can rightly ask if "reality" is worth 
what it is costing us. * "> 

We are concerned, in these helSngs, about the human story -which 
lies behind the statistics of rural chunge. * 

Since World War II, the number of f anns4n America has declined 
from 5.9 million to 2.D million. Fewer ^nd fewer people^r busi- * 
nesses— ojvnvmore and more land. 

In Calif owiia, for example, 3.7 million acres of farmland are now 
owned by 45 corporate farms. One corporation, Tenriecb, controls more 
than a million acres in California, and leases another 7£)0,000 acres. 

09-133 O - 72 - pi, 2*« 8 . ^ 
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Nearly half the agricultural land in that State is owned ^ a tiny 
fraction of the population. jf ; 

More than half the land area of the State 6f Maine:, I am t61dr~^52 

{)ercent — ^is owned by about 12 corpo^-ations. And 80 percent of Maine's 
and area, by pue estimat^^ is held by absentee owners. , 

In 1969, the largest 40,000 farms in America, less'than 2 percent of 
the total number, accounted for more than pne-third of all farm sales. 
. In 1960, only 1 p^Vcont of Florida's citrus lands were held by large 
farming-canning corporations. Now fully 20'percent of tRose lands are 
in siich ownership*' 

Fanner Jones and Fafrmer J^mith, those durable figures in American 
folklore— Jjin4 American reality — are being displaced, all over Atner-i 
ica, by newcomers to the farm with names like Tenneoo, Gulf & 
Western, Goodyear, Monsanto, Union Carbide, Kaise^", Boeing, and 
Dow Chemical, to name a few, ' . 

Meanwhile, one. and a half millidn small farmers in America and a 
nulliongmigfant and seasonal farmworljers live in poverty* ^ 

In tne face of figures like these, I think that it is unpottant tteat we 
ask some hard questions: . 

What is the real meaning. of this vast change?AAre we promotmg, in 
the name of efficiency and^ progress, the disapp(?aranc« of *the"inde- 
•p^ndent fanner — thedeclincof nxr^il life? . * 

What is thei meaning, in liimian t-erms, of a radical p'ew pattern of 
land ownershi%? Are large corporate owh'??rs erihancif% thcvquality ^f 
rut-al life, or ignoring it in a headlong quest for profits? Is rural 
America owned, in short-, by, f aifmers— A)X* by fastbuck artists ? 

la .the U,Sri)epartment oi Agricultuig jiving up to its self-declared 
'^moral and -legal responsibility to farmers and famwor^cers"^? Or is 
it, through indifference,' or design, or feouUess "realism," abetting the 
destruction of the family fam — and of farm families? 

Is public policy benefiting the public? Or do fafirai subsidies, tax 
break^, wagef'laws, land reclamution* prajects,' and agricultuijal re- 
search Vorte inure to the^peoiar advantage of thii b^est and^richest 
fanners, only? ^ . 

If that is the sum total of U.S. farm policy, we must face the fact 
that we are not helping farmers— we are subsidizing Simon Legree. 

Beyond these ^juestions lie questions about the kind of America we 
are buildiflg: ' \ ^ * 

Will it^ronsisfc of t-eeming, troubled cities on the one hand — and a 
wasted rural landscape on theothoi^? ' 

Will, a citizen in the* America we are building be «i,ble to find a 
decent, independent life in a small town or on l^s own fannjLand? Or- 
will he, be -a nameless^ worker in a .vast food-processing combine, man- 
,agedbvacx)rporateowner? . - 

Will rural . America be dominated by its own citizen&w)r by 
absente(js who care gi^eatly about profits, and only vaguely about .the 
quality of rural schools, rural hospitate, and rural life? ^ 

Will the goal of pttblic policfy be aMecent standard of living for all 
Americans — or simply a higher level of profits for som^? 

Not too many years ago^ we^vere a largely agricultural nation^ The 
experience *of rural "Americans -vfas the experii^nce of a majority^ 
A generation ago, when economic disaster struck, Jolm Steinbeck 
v-was there to sketch the devastation of the rural poor in unforgettable* 
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•detail. Walker Evans took his camera do\^n the liack rpwis of America 
and fixed in1:he American mind liis stark gray images of empty houses, ^^ 
deserted faiTOS^ and rusting plows, \ 
^ Now )ve live in cities. When we leave them, we race to our destina- 
tions ia' airplanes or on superhighways. What is happening in rural 
America, much of it, hajE)pens out of our sight and hearing. Rural r 
Americans, iilb longer a majority, have lost voices whicli once spoke 
for them. \ . ' 

Btit tlie f ite of America is still bound upTntimat^ly with theirJfate. 
The plight of* our cities arises almost directly from their plight All 
of have a respoilfsibili^y torconcem ourselves with the questions 
' jvhicharefacinfijtiiem. / 

Our purpose is to find a national policy whose eifect is i/ot simply 
"efficiency Aor "progress,''' or "econpmy of scale,'' but a decent life for 
all rural iAemericans. * ^ 

In purauit of such a policy, we are asking questions: 

Wliat is happening in rural America? Why is it Impp/ning? Who 
is responsible? ; / * 

If To begin with; we must a^k who owns rural America-f and-so far in 
these hearings, it apjpears/no one in America l^ows. / 

Senator HuoiiiES. Mr. Chairman,! simply would like to compliment 
the chairman on aBrexcellent statement tJds morning. The analysis of 
wJiat appears to bi?the prctolem in rural America 1((^d our hopes for it 
is excellent. I certainly woiild Jike to Be associated with it in the record. 

Senator Stevenson. Th'aiik you very much. Senator. I am" greatly 
^couraged and fortified j)y your interest, your hard work on this suS 
committee. I am gratefrffof it. Thank you for your kind words, j 

OUk next witness is Ifrdf-iiipPaul Wallace Gates of the University of 
.Kansas* . / { » » • . "* • V * 

Professor .Qat!es was formerly a professor of history Ik Qorriell Uni- . 
versity. He ife familial* with the^extent to which land grant colleges, in 
particular the Land Grant College of Cornell, are concerned about 
many of the questfons \\^hich confront us. - ^ 

He has served as chief consultant to a congressionally authorized 
Int<!5rdepartmental (^ommittee of the Bublic Land Law Eeview Com- 
mission. He served on tlie staff of the Hoover Commission, oil the 
staff" of the Justice Dejiartment's Land Division, oh the Staff of the 
Bilreau of Reclamation and Irrigation of the Interior Department. 

He has s^^rved as a professor in Wisconsin and Calif orma withii{ 
the past 3 yeai?3. • . . / 

He is familiar with land ownership i>atterns and. their efltects in* 
those States. ; - 

Professor Gutes, we are grateful to you for joining us this^moijiing. 

STATEMENT OF DR, PATH WAltAOE GATE&, VMTING PROlilSSOE, 
UinVEHSITY OF WSASjyLAWRENOE/KAm 

« 

Mr. Gates. Tliank you,\Senator Stevenson* I think I should add to 
that, I am a bom New Bnglander, raised and studied in. New England, 
have devoted my teachin^r experience ^argely to New York State, up- 
state New York I should say, but my research interests have been m 
the Wept, in the public land area of the West. I have devoted an 
amount of time, equal I^suspect, to 6 years at least, in research in the 
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States of Illinois, Indians,, Missouri, Kansas, Nebraska, and' CaHr 
fornia. . f a ^ 

Ixlo not pose a.s ah agricultural economist, and I would likci to make 
it clear that I am a historian, and I will deal with the historical back- 
gyouild of the problem rather than with the present issues. I am; not 
able to comment on those present iSswes in the way that the agncul- 
tural economist or^eruralsociolQ^st can do. f 
' With that as aJjdef introduction, I'wpuld like to proceed ft) read my 
paper, Mr. StweiKbn. - , • " 

One thing that has impressed mp about the attitude of the young 
people toward our institutions is tliat thej are not conccemed merely 
with America's great capacity to prodilce in both the agricultural and 
industrial sector.' What they^ consider^ more important is the social ' 
costs of the methods we a^fe ushig, the costs to our resources and to our 
environment. And we who aro interested in the Nation's agricultural 
policy should also.be concerned with the effect of those policies upon 
,.the most precious thing, our fiumah resources.- ; . - , 
' JSA, one time an ideal was held before the American peop^ of mak- 
ing a nation of independent ;f rc^holders, and that was our attraction 
for people in other lands. Sutely in, a nation possessing such a large 
public domain this ideal %ould have seemed capable of accomjphsh-'* 
ment. However, linancidl problems initially necessitated disposmg of 
the public lands to prbditce revenue for the (government. 

GrraAually this policy was modified in a more liberal-direction imtil 
J862 when the Homestead law was adopted. Under this liberalized 
land system hundreds of thousands of migrants from the older- declin- 
ing areas of the East and from peasant stock in Northern 3Europe 
rushed to the West to take advantage of .the free lands, many liaving 
little realization of the hardships they wjould liave to undergo before 
they could gain ownership of tjxeir tracts. v 

The results were spectacular. In a century 26 ribw commonwealtlis 
i^re crSated out of the public lands of the United States, in addition 
to^hree territories, which were shortly to be admitted. By 1900, 2,404,- 
OOO^ihns hatt been created outside the cotton St)uth, ^yluch I have.ex- 
"eluded because oj the statistical |>roblems relating to the.plmtation 
economy and the later sharecrop method of famiingv-Of tSiis ilumber, 
30 percent were tenant operated. v 
'Jefferson-s ideal of a nation of small owners had not bcfu com- 
^ pletely achieved but surely the iigures sliow that the public land svs- 
tem Jiad workal fairly well in that direction. The Homestead Act 
marked a high point in the liberalization of the land system, Later 
measures that were'planned to adapt the free land policy to the dryer • 
portions of the Great Plaint accomplished their ^mrpose to some ex- 
tent but wero so carelessly drafted that they contnbut^ even more to 
land accumulation by cattle/lumbering and speculative^stercsts. 

A few reformers, some of the populist leivders, Ileury (Toorge, and 
other critics of the time, saw evidence of four pathological weaknesses 
in American society : (1) the rise of tenancy, which the Bureau of the 
Census fi'rst became sufficiently aware of in 1880 to mclude in its data 
collection, (2) the growth of farm mortgages (the data on wliifth 
was first to attract attention* of the census tadcers in 1890), (3) the in- 
creasing evidence of land accumulation in the hands bf corporations 
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and mea of capital, though no census data then or later was to bo avail- 
able, andji) the alamung movement of farmei^s* sons^ cities^ 
' Henry ( ieorgc brought some of those issues to public attention' in 
his ''Our Land and Land Policy in 1869," and in more details in his 
"Progress and Poverty.'- George had a Avide.fojiowing abroad and 
among many intellcctuals but not among the polif icftns. 

No i^resident han been more sent^jit i ve Uy these and other social issuer 
and, ta public reaction to them than 'J?heodore Eoosevelt^IIei became \ 
1 convinced that farm problems were not being' satisfactorily met by 
thC' scientific work of tlie colleges of agriculture, the extension services, 
and the V.^. Drtijjiartnient, of Agriculture, and decided to call upon a 
most distinguisiie^ group of huiders to stucly them. . 

Rural AmericrfB niost elonuentr spokesman, Liberty Hyde Bailey, 
dean of Xew Y(A-k State College of Agriculture at C<^rnell 'Univer- 
sity, was asked to head ):he Comitry Life Commission and with him 
were appointed (Jifford Pinchot, who was doing so much to alert 
people to the need for forestSand water conservation, Walt<ir Page, 
an eminent editor and publicist, and Keuyon Butterfield of Wesleyan 
University. They were asked to study thkproblems of farm folk and 
fto report' to tlie'President the issues most needing attention. 

After extensive hearings held all over the country at no expense to 
the (government, the Commission presented a dowri-to-earth report, 
thoroughly practical and homey,' and well wortli reading today. The 
problems to w^hich it called attention, in vain, have since grown worse. 

The ('(mnnissiou was appointed at a time when farmmg was just 
reachin«: one of its most prosperous periods but the drift f roiii the farm 
to the city^j partitnilarly by the young, was worrying many authorities 
and to itthe Commission turneilitsatfentign. ' . . ^ 

Better education for farm children with emphasis upon rural Ufe, 
more attention to rural healtli problems, \vf r^ recommended but Bailey 
also in a masterly way drew attention to tjie existence of the funda- . 
mental underlying causes for the relatively meager income farm peo- 
ple receiv(Ml. These werc^ land speculation, monopolistic (OTitrol of 
water and power sites, excessive wastage of and concentrated control 
of a large portion of tin* standing tnnl)er of the country, and wasteful , 
cutting practices and restraints on trade which substantially increased 
the ref ur^ns to caj)ital and costs to consumers. 

^ Not until 18HJ) were any liniitations placed on the amount of public 
lands individuals (»ould alHiuire and even there'after the restrictions 
wei^^ not particularly eilective. During the coui'se of the previous cen- 
tur;;^ a very considerablt^ portion of the public lands had Iteen fn'st 
accpiired for speculation by land companiesi eastern capitalist, and 
groups largely operating In the timber and cattle industri(»s. Fe\v^ 
States had been nion* affected by this. large-scale speculation in public 
landathan Michigan from whicli Bailey had come. ♦ 

The strictures against this speculation and the un-foiiunate effects 
of it which ai-e included in the re|)ort of the Commission might well 
have l)e(»n taken verbatim f roni Michigan papei'S ; diffi^^ion of popu- 
lation and thin development resulting in the slow extensrapof roads, 
schools, chilrchesy tind other social institutions, slow introductfcn of ^ , 
transportation ii/iprovenients so nec(»ssary for the f anrfer/s to market 
th(»ir surpluses, the hea^ier'^debts resulting from \he higher prices 
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l4tor settlers had to^pay for the land they bought of the speculators,- 
and the emergence of tenancy weS^o all in part dttributed to the intru- , 
' 4. sion of the speculator between the settler and the Governnfcnt. 
^ r ' It may be useful to review for a moment the e?:tent to whicli knd 
spmilation flourished on. the frontier in the 19th century. A recent 
st(i(^f the sale of publiblandsin ^central lo^va, for examjr^le, shows ' 
that three-lburtte of the laud which was not given to railroads^or 
-to the State was first entered for speculation and^that spme entnes - 
ran ashi^i as 1(K),000 and 2OO5OOO acres. 
In the prairie section of central Illinois precisely the samfe exten- 
S sive speculation in land' led to the ac<?ujnulation.of Itoldings as liigh 
as 40,000 to 100,000 acres. In fact, throughout the cntir(5 19th c^iutury 
this process of land acciinmlation went on, mad(^ possible by the ease . 
'•with which the settlement laws cmild'be abused. The grea^st concen- 
tration occurre(J invariably in areas particularly well adapte<l to large- 
'scale fanning on a grain-livestock basis." " / 

I have shown elsewhere how 0Mt> of these holdings there developed ^ 
in the prairies of Illinois, Indiana, Io>va, and elsewhere, estates ope,r- , 
. ated bv tenants such as the huge Hcully holdings in Illinois, Kansas, . 
and Nebraska, the Brown family holdings in Nebraska, and the Fowler 
holding in Indiana. • ^ ' ^ • ii 

Large-scale ownerships of lands in .Calif onua have l)eca created by /. 
the huge Mexican grants i^hkh the United States confirmed. These 
large holdings have been enlarged and new ones ci-eated by the un- 
* restricted cash sales policies and the jOfrant of choice valley laifd to the 
Stat<^ under the pFet<^xt that it was swamp or overflowed: From mdi 
s(mrces the fimrof Milieu & Lux built up its huge 7fiO,000-acre holding. 

I mention these 19th centilry developments Recluse thev have a 
bearing on our present problem. 4 Maij^y of these large holdmgs are 
still ill existence and have passed to tl^e third generation. 

Congress has given great bonuses— at public expense^to these 
jiolders of kind acx!uniulated in large quantities for speculation. In 
1902 Congress adopted what was/fntended as a second liomesti^ad 
law -the Newlands Iteclamation Acfr^ to use the income fronrimblic * 
lands for the building of dams, re^^rvoirs, canals, and dit<^hes to>on- 
duct the stored wliter to reclaim dry land for agriculture, benefits of • 
the act were to be confined t<rghiall lOO^^acro farmers, and close restnc- 
tions were written into the law to assure that further accumulation 
of potentiallv iirigabh^ land would not be permitted. 

If the frameraof this act really beUcv^d that their measure* would * 
maike possible the creation of many thousands of siilall fanns on 
which pereoiis could homestead, they were misled. The benehci^ries 
^om to have l)eeii to a Jarge degree the f oresighted speculators and 
other large owners of laud who had anticipated the Government. • 
Other (Tovet'iimeiit tactics that have contributed to land accumula- 
tion and the eiila^emeiit of farms has been the remedial legislation • 
undertaken in the (keat Depression of the thirties. Unmarketable 
surpluscn^ of wheat, cotton, /corn, and other staples induced the (tov- 
^riiment to a<lof)t an intricate series of* measures aii(l policies to l>ol- 
stercommmlitv prices and reduce siirpluses. ^ 

Among theMevices was the allotment policy by which fams were 
assigned definite acreages to be planted in cotton, wheat, or tobacco. 
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The farmers^ rcsponse.to acreage reduction has l>e^ -to select their 
best land for these cropsyiprepare^tho soil most carefully^ use heavy 
^ applications. of fertilizer, top dress with liquid nitrogen \vhen the 
crops were well -along, and apply clioinicat weed destroyers. The 
result has boon that the output per acre has increased sharply. Fur- 
ther reduction ^f allotmont^ threatened^ to reduce the acreage in these 
crops to a point whfere the bi^: tractor drawn plows and other machines 
could not- be ijrofitably aised. A solution that many fanners came to 
was to buy their neighbor s property with its allotmoht and thus bring 
. their tptnlallotmpiit to the desired size. ^ ' ^ 

- By i{)57, the huge payments to capitalist farmers whose holdings ran 
to many thousands of acres became a national scandal. The $1/J00^ 
conrnKxiity loan to tlu> Delta & Pine Land (?o., the $35jl,{)00 to the 
1^0 Ilorrigan Famis to enable them to withhokl their crops from 
market, the $ii()f),(KX) paid to Jack Harris for nolfplautiiig cotton on a 
portion of his iiSjOOi) acre holding in Arizona, and the $:i78,000 paid 
' the (iarvey Farms for not sowing wlieat on 22,770 aci*os'creatcd much 
resentment again* the fann program* It seemed to many, that the 
control program was rapidly accelerating the disappearance of the 
sniall fanner and contributing largely to the profits of the big indi- 
vidual and corporateiiolding. ' V ' - 
c, Another (Jovonimont development -tliat has drastically changed 
land values and encouraged concentration of ownerehip has been the 
Vonstruotion by (fovernment of giant leteos oil the banks of middle 
western and soivthem rivers to keep out the flood waters of the Spring 
runoff. The levees Jiavc made pos8ible4:he tmiisfonnotion of low lying 
and perennially flooded areas of little value inttt tlie richest cotton, 
rice, and c^ne producing land in the South, and with. little or no cost 
totflioowneiu - ^ . , , 
It is in the levee-protected re^on of tln^ delta of Mississippi that 
one of the largest foreign ownerships of agracultural land— :}8,00() 
acros^^-is'to be found. Th'e four pxuncipal States benefiting f rorii this 
levee coiiBtruction had, in 1959, ^3,581 farms of mote than ti,000 acres 
and 109 of more than 1(),()()0 a6ros. ^ ^ ^ 
^ ^ , ' 

. ■ FARMS JN/XCEGG OF 2.000 ACRES 

*' . * Firms oj over 2,000 Firms of over 10,000 acris 

cute ■ , Number Acres Numb«r ^ Acrtt 

Allbimi.^ . , . , 733 ?,955,763 .30 520,m 

ArkimMJ,,...,. V „ . „. 526 1,9U.108 17 24»,6!j2 

UUj4iint......„ . . ^^%2^ 2,550i611 • 39 7?.4.6I2 

Mu$»«jppj.....^ ^ 760 2,847,077 23 421,IOO» 

Such concentration of ownership was made possible bv the lavish 
way^'the Federal (iovernmen^ave awxiy what seemed to be compara» 
tively worthless swampland 'to the States' which, iii turn, conveyed it 
to land * companies, speculators and influential politicians on the 
understanding that they would drain thcland, wliicli tlfcy failed to do. 

Filially, the (Jovernment was persuaded to build the levees andjx)' 
provide a great boon to the landowners whose holdings acquired hirfi 
value. Nt) att(»mpt was made to assess abutting property owners for the 
Imus they received. • ^ . ^ *^ 

i03 . ' " 
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Meantime, other (le\1^1opmont« of 20fch century America have con- 
tributed to c(mi»entrate the ownen^hip of fanniand, espenallv liigiuy ^ 
productive farmland, into nn even smaller number of hands. 1 liesc are 
the advantages wliich come from large-scaliM)petation3 of commercial 
' farms and the larce amouftta of capit^il to i)rovide the livestock, ma-j 
chinerj: and other equipment-, and tile Governments crop control 

' ^^WlmMVere farms in 1920 may only l)e fractions of farms in 1971 1>C£ 
icause^ic technological revolution on the farm and rAich i-cquin* 
createn quantities of (capital and larger units of land to justify the use ^ 
of the great tractor-drawn or self-propelled soil prepanng, pmnting, 

• and harvesting machines^ presently employed. , , . . 

In the States where homesteadiric: last existed, thfo average size of » 
farms and ranches Ijas increased in Wie past oO years between 300 and . f 
400-i)ercent. Klsewhere the hicreasc is less marked, but for the entire 
'countiT the average size has more than doubled. Conversely, the num- 
1>er of 'farms has dinunished during these 50 years Ivy just one-half, 
fliough the acreage in farms has somewhat.iiicreased^ VVhile tlie popu- 
lation of the countrv increased from m million in 1920 to an eeti- • 
' mated 196 million in 19Gi, the jiiimber of fanns partly or fully ownc<l . 
by tlic oi)erator3 dropped from 3,920,fl00 to 2,600,138. Thus, fewer and 
fewer were owning more and more. _ 

The capital costs of entering farmnig today arc enormous. I. speak, 
witli some interest, for I know t)oth the capital my grandfather had 
in his successful otferation of iwi average sized flirm in Jjew Ilampshiij^ 
. when he retired in 1920 and the capital costs that my son b^caiiio in- 
volved in wheii he purchased 3 years ago a 250-acre New. xork btate 
farm with 50 milk cows. The latest data from the census of 1059 shows 
, that the uverage f ann m New York has a value of $53,299 ; in Kansas 
^ta $91,131 ; in Iowa, $93,69i^and in Illinois, $11«,507. ^ _ 

Government §ul^idiee to agriculture have been many and varied but 
the subsiHies to irrigivti(m projects hi the western third of the eountry 
have paid the greatest* dividends. They have made possible the irriga- 
tion of mlillions of acres of land, to a very considerable degree held m . 

• > large (iwiiei^hips, and have provided low cost Vater and power for 

'url)an growth and industry, h , , , ' 

Vnmt ^wouhUhat area l)e today without the water and hydi;oi>ower 
of Hoover, Grand (bulce and many other dams? Had the Federal 
Ttoveniment and the States displayed the same coiiceni al>out retaining 
people ali^eady on the land, as the Country Life (Commission stjpngly 
urged, as thev did in peopling the p6tentially irrigable areas in tlie . 
West, it. is possible that ^ucli rural folk and their children oven on hill 
farms might have found life^here^as satisfactory and perhaps more re- 
warding than they .found competitive life in the city. 

I am reminded of the Dutch economist I once met \V^ho told>mo that 
his government; was expending millions of guilders to extend the pold- 
ei*« further into the North Sea- after the* Second World War-^by a 

• sefles of dikes that, after construction andtlesalinization of the land, 
would provide farms for^tho surplus population of Holland. The 
economist thought there was no prospect that these fanns would ever 

• return anv economic rent but they would enable the Nation to keep its 
people' and to keepihem on viable family farms. ' 
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Could not tho' States of tho'Northoasfc, from whicli rural population 
has now been flowing for a century—could tUoy not hJive done as well 
in jretaining their people on lands^now growiiipt up to sirmac, briers, 
gray dogwood and scnib brush and trees of no commercial value' if 
they had asj9ist<?d them with guidance, tki best of practical farm cdu- 
catron, tax' relief and other subsidies, alkl good roads kept open in 
winter in thosj^'hill areas? % ' 

' The ( -ountry Life Commission declare<l in 1911 that the nndorlying 

I)roblem 'is to develop and maintain on our farms a 'civilization in'fuJl 
larmoiiy with the l>est of American ideal^.-'iThe rurs^l areas were de- 
pended upon "to supply the city and metropolis with fresh blood, clean 
bodies and clear brains that can endure tlie strain of modern urban 
lif e ; and to preserve a vac<*> of men in the country that, in the future, as ^ 
in the' past, will be the staying strength of the Nation * '* 
' .Persons sensitive to farm problems and the' welfare of rdral i)eople, 
it is surprising to find, have until recently watched with complaisance 
the growing ^enlargement of Jfarms, consQlidation of farm unit«, and 
the (usappearanc(\ of f ainilies who have gone to try life in urban cen- 
ters. Even the peoplein the marketing cent<»rs where these now migrat- 
ing families had once brought their cattle, hogs, grain, and milk and 
had purchased their supplies, patrojaized the Toi?al theaters, churcheS 
and other social institutions were only made aware of the nrovement by ^ 
the contraction of their businesses. ' 

The small town was becoming a major casualty as the farm popula- 
tion shrank and throughout the West was in the process of becommg a 
mere crossroad }iamlet, thdn a ghost town. * ^ ^ ' . 

()ther -factors of course, contributed to this transformation, espjtjci- 
ally tli^ ability of those fanners who were bett<^r capitalized to go far- 
ther afidd on goo(l roads and in f (jstrars uftd tnicks to dispoa^ of their 
goods and do their shopping. Rural sociologists regret this decline. In ^ 
niral America, including the small towns and vilmges, they oTbsferved 
virtues not seen in urban America : an ttwarcness of and concern for the 
welfare of others, ease of working toother for common j)iTiri')oses, wide- . 
spread response' for calls for aid when tragedy struck, keen int<»re^st in 
.the political affairs of the community and respect for its institutions. 

In contrast to the complaisance^ of the West toward its diminishing 
population bas(»5 the emergence, of the corporation fann has armiscd 
strongly antagonistic feelings, that led to- calls for restricting and in- 
deed pimitivc legislati(fn against them. 
One can hardly pick tip a ianh journal or a publication of tlve 
• Farmei^B Union aad-xho National Farmers Organization without find-* . 
ing,stori(^ of some of the great corporations, originally ofpnized for 
industries quite reniot<^ from fanning, which arc now pmnnmg to begin 
large-scale operations in farlfiing,! Corporation, farming is not alto- 
gether new. It has existed in ( -alif oniia for a generation .or more and in 
a Targe way. 

* Giant among thecorporate farm operators isT:.he Kern County T>and 

Co*,^now oAVTied as a subsidiary by Tenneco. This company i^'tho 

\ present-day result of the hu^^e land purchases made by James J?.ytlag- 
#:in'and' Llovd Tevis of entire Mexican ranchos, plus the entries of. 
thousands oi(acres of St at^j swami)lands, and the employment of scores 
of dunnny entrymen to filei on dry land under the Desert Twand Act. 
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Haggin and Tovis were not more speculators as were niimerotB of the 
large owners of pmiric lands in Illmois and Iowa, for tlioy beg«n to 
drain wet lands and conduct wator on their desert lands for farming, 
i^ithei* by tenants or by hired labor. Ultimately, they plaeed their prop- 
erty in the hands of thft Kem County J^nd Oo* which from its farm 
operations and large oil royalties has paid fabulous dividends. 

Other great California holdings are those of the huge^ Tejon Land 
'C>o.; tlio Houfhem I^acific Railroad, and the Newhall holdings all dat- 
ing from the earlv days of American occupation. The Southern Pacific, 
Railroad retained its grant of 1864, in partV though with other land 
grant railroads it persuaded the GovenincLent to giv<^ up the land grant 
rates by which in return for the original donations the railroad agreed 
to carry Government t raliic at reduced rates. - ^ 

Senator Nelson's report from the Select Gommitfte on Small Busi- 
ness on the "Impact of CoiT)oration Farming on Small Biisiness" 
admirably illustriit<« the questionable results corporation f aiming has 
produced for agriculture and for businesses that serve the f amer* ^ 

In conclusion, 1 would like to emphasize wliat I said in the begin- 
^'nhig: We, and especially Qur young vot^^rs, have come to realize that 
what is fundamentally important for us is not our ability to produce-- 
by the economies of *^arge-.sc^Ie production--but the effects of those 
methods upon our resoiirces, physical, environment^il, and luunan. 

This country onc<^ had opportunitiqs ior landownership that at- 
tracted populatiou'f rom lan(ls of great estates owned by an aristocracy 
and worked by landl^ peasants- Are now coming full circle? 

Is America to become a country in whicluan aristpcracy of land- 
lords and corporations sliall bo allowed to monopolize our best lands 
and work them with landless lal)orer8 and rootiess migratory laborers, 
ill provided with the amenities of life ? ^ 

Arc tlie lines Oliver ([goldsmith wrot<^ of 18th c<)ntury England 
becoming applicable to America?* , ^ ' 

III fares the land, to Imatcnltig Ula a prey, 
^ \Vlien livealth accumulates and men decay. 

. The quality of life in America is decaying as<its farms ai/d farm 
families decrease^ in number, its small towns decliflfc and the problems 
of its ghettos are inteiiHi tied. 

Senator Stkvknw)n. Th'unk you. Professor (tat<»^. 

I should say at the outset that we sought you out, because I thought 
it was important ix\ these hearings to establij^h the historical setting 
as a means of helping us to undei^tand the trends over the years, as a 
means of under.stanrting more what is happening now, and what is 
likely to happen in the future, unless; public policie.s are changed, 

I think you hilve done that extremely well It is very helpful to us 
to have this historical s'etting which you have provided in your 
'statement. * - 

Is it not tru<^ that public policies over th« years have favored the 
exploitation of landior many purposes ^ 

You mentioned th<» ^railroads, Could you expand a little on your' 
statement by diHCiissing other public policies which have tended to 
favor the exploitation fty large (corporate interests; for example, the 
timber aiul mineral reHources? 

You meiitioiuHl land values. I know of some areas in niy Stat^, in 
Illinois, which were selling about 20 y^ ars ago for a total of $in and 
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$20 an acre. Today, that land is soiling for anywhere between $400 
and a thousand dollars an acre. Not l)ecaiise it has any real agricultural 
value. The land values have gone up in this particular area out of all 
proportion to the inflation of the (lollar, out of all proportion to the 
agricultural value, i)ecauso the land has acquired a new value, in this 
case recreational value. 

We lind in this particular area of Illinois corporations ac^j^uinng 
laud to develop little plots for people on wcekemjs;? 
* There seenis to be a good deal of money made in the acquisition of 
land and sale of lots to small ownei^ for recreational purposes, with,' 
I might add, in this particular cases veiy little consideration given . 
to the burdens on the local community for additional police protec- 
tion, lire ^)rotection, and so on. 

We liave very little evidence, I gueSr^, on the increases m land valuea. 
In this cas(\ the land is being priced out of the reach of most individ- 
uals. Notwithstanding tlio fact in Illinois jt is potentially the best rec- 
reational land in the State, it is l)eing priced out of the reach of our 
State government to l)e used for public recreational purimses. 

Could you tell uh a little bit more about the trends over the years, . 
and the iniluence of public policy in the other nonagricultural areas? 

Mr. (TAat;s. You mentioned the (piostion of timlmr ownership. Just 
before the end of tlu* Theodore Roosevelt administrati(m, the Bureau 
of ( ■ori)(>rati()ns was (established. One of its fh-st purposes was to make 
■ a survey of the control and ownership of standing saw timber in the 
United St atc^^. * V * > 

They published their results in 191 !. vvjus in li'iMi>with the views of 
(xifforcl Pinchot, and he had a considerable part in shaping the plans 
for the study. But for the first time, we liad an 'adequate understand- 
ing, as a re.sult of that bivestigation, of the way the large timl)er 
holding?, what was then the I^mg Bell Co. and the Weyerhaeuser 
interests, and th(» Stephenson interest in Wisconsin and Michigan^ 
ami other largctholdiiigs, had hm\ established. . 

t'ntil IHOl, there was no Umitatiou on tlie amount of land that in- 
dividuals coukl ac(iuire almost anywhere, of timberltind. Even aftw 
IHOl. it was Htill possible Ui \x?^ various legislation that was designed 
for settl(»l^\:jni^ (»()nl(l li>e abused by repivsentativcs of the lumber com- 
panies, to acmuiH* choice Douglas-iir land in Washington, redwood 
land in Calitoriiia, or still valuable piiur land in Wisconsin and 
Minnesota. ^ 

Tlu*- Bureau of Corporations' report, which is in effect an indict- 
ment of the whole histoiy of the American treatment of public laaid*," 
and particularly with respe(»t to the forest cover, it showed how out 
of these neglectful policies of the (iovernmj?nt, large-scale monopoliza- 
4:i9n had been established, 

A monox)oliscation still exists, for that matt<^r, because the Wcyer- 
haeuseiB still have th(» land they owned at the time the ('orporation^s 
report was made, Altlumgh there have l)een some changes in coi'porat^i 
structure, the ownership still is as largely concentrated as it was at 
that time. 

When 1 was making a study of your Stat<*, Senator Stevenson, I 
learned tliat busincFS leadei'S oi Bloomington, which I think you rauat 
know pretty welh and the ( -hicago people invested in real estate down- 
state, 
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I had wished that the census of the United vStat^s would gjvc some 
att<»ntion to the investments. The eensua works on tlie basis of counties. 
It is not interest<?d in individuals. An individual like William Scully 
and his deswndaiits, who owned around 2(K},000 acres of land, they 
are not interested in determining their ownership. All th&y are in- 
t-erested in is knowing tlie size of individual farms in, let ua say, 
I^gau (^ounty, where a large part^ of ^tlieir Illinois land is centered.* 

I Iremember there was an agricultural editor of the Bloomington 
Pantograph who gave a gOQd deal of attention to f he agricultural op- 
erations of the State. I remember some of the stories that he wrote 
aliout the investments of the Ohicagoans in downstate real estate, that 
it was becoming almost a fad for persons of wealth and means to invest 
in land, and at their country chili and club, meetings thoy discussed 
with others .their livestock^ their com and hog ratio, and other such 
esoteric issues. 

Well, the point that I have been most interested in is the rclationslup 
l)etwcen tlie original entries, or ttie original acquisition, of land by 
<5)eculator8 of one sort or another, individuals, companies, land groups, 
foreigners, what not, and tlie ability of those groups, notwithstanding 
all of tiie restrictive and critical^ legislation, and there has been con- 
sidorable. to hold that land and develop upon it until tdday we are 
getting an increasing knowledge of some of these large ownerships. 
In mi\ 19th century, except Wliert^ there was a good deal of hostility 




, ..by a man witli English 'citizenship 

in the first i)lace; ij>the second place l)ecause*liis attitude toward hi^ 
tenanj[:s was that of an Irish landlord rather than of the- American 
landlords, and he was in ill repute Imth with his tenants afid with the 
papers in the' community whei^e his land was located because Ju^in- 
« sisted on the tenants making their improv(»meiifs, and the improve- 
ments they made were slight. Tli(»y were not sure how secure their in- . 
vestments were. They owned the imj;)rov:ements, but tlieir meager 
resouTrces i)i*ev<^nted them from making anything but tne the vsliglitest 
improvements. * ^ * 

Furthermore, they tendqjl to oppose taxation for schools and roads, 
" and the soi'ial facilities in those communities of the Hcully holdings 
were in the 10th century distinctly lower tlmn those in other parta 
of the State. I think that is no longer the case, but in the lOtlt century, 
there was considerable oppositioui reaching a high point when the 
* • State of Illiiiois in the IHHO's adopted a law the tnirposii of which was 
to ban alien ownership of land', mid flip Scully family— this was Wil- 
liam Scully— theii toolc out citizenship in Washington, wiiicli enabled 
him to get around the law. ^ , 
^ The law probably w^uhlnot have stood up in the te^t of the courts, 
anyway, but it was interesting that^fter Illinois adopted that law, 
most o'f the ^Western States, Kansas, Nebraska, and others, adopted 
similar nieastire^^^nrjSTiWHl to^^preveiit prosj)ectivc creation of estates'by 
aliens. Of coiirse, they could not haye any effect on existing large 
ownei'sli({)s that weiv held by the S(»()tch and Knglisli capitalists in tlie 
cattle country of Kansas, Nebraska, Colorado, and Wyoming. 

W^fliave a lot of information about the breakdown and improi)cr yse 
of the settlement Laws of the 19th century by the cattlemen. In fact, this 



• is SL^it qi our land historv thaf ^is best kliiown: We bave statistics:of 

* the iftopunt of English and^cotch capital that invi^d i^ AiQ6ri^ 
can -land, and the amount*k)f acreage that was acquired. That is pretty 
wellknown. \^ * ^ : 

^ ' But thcvpart tha|; is lessVell known is thfe part of the absenl^e own- . 
; ^'crs, whether they are in Chicago or elsewhere. There is very little in' 
V prin^ about thatj Jjecause it „is ^Hot easy to find. You cai\not ggt. 

any information on that iil th^e censu^ records unless yoii go to me' 
; ori^al would necessitate doing all (Arer 

vagainjhetetatisfical ;work'tiiat the Census Bureau has done. Nobody* 
\ Has done that. ' ' , - v 

3euatot SxE^Nsoif. Even the^agricultural census is not a valuable 
source of inforihationr? * r ' ^ 

^ Mr.. GRATES. It is valuable? I would not want to give that ak my im- 
*pr^i6n, at> all. It is a very yg,luable source. In fact, I think I have- 
: badly won^the census^Tolumes^ the agricUltur 

" Cornell' Library, I have virtually worn theni out I have us^d theln s6 
npLucL' But they are tameless-, there are nonames Jbhere,in the first 
. place. / V ' ;^ ' ^ b . • - . • ' 

To cite the simple illustration -again — I don't want to harp. on. the 
SdUlly family,. J3ut me Sfeully iamily owned land, froin^the 1850's in 
th^-ee or f^ur Illinois counties.''I could no^get a bit of information on 
' ^ 48iat from" &e.scerii^us, becalise the census does not give anything about 
. ownership, other than tha/t a f^irmer is an owner of his land. It does 
, not give anytlimg.abaut landlords, absentee landlords, at all, 
- ^Senator Stetonsok. Is IUinois\ihique in^jbhis respect because of our 
:unique law wMch permits Ian with that 

. law ? Larid is-pldced iii the trust. Realty qnly the title is^laced in trust, - 
but* it does ei5e<5tivefy conceaLthe*6wnersE^p in Illinois of both urban . 
andrural land;I thmkthanawis uniiG[ue.^ . • » ,(\ 

Is this problem of ^ascertaining land ownership unique to I^inois?; 
Mr. 0AOTs; I think it would be. I have been concerned' about this not 
only in Illinois but in quite a n^^ 

' No:w, the Sctilly family in recent^years have made tihiiBir records • 
available. We have had one or two studies made, and another one is in 
^ the process of being made, ^ixt some of ^the landlords are still not 
anxious to open 4iheir records. This has slowed down investigations of 
this sort. ^ . * ■ " 7~^T~i 

The only way you can accumulate thaj) information is going t0 the 
counties. There are overJ eS^OOO covtnties ^n^thQ country. It may take 
a long time in an individual county to work up the story. • ' 
• ^ One of the things^hich has been helt)!|ul to jaie has been the publica- 
tion of those county plat bodks, thai I have used a great deal. They, 
are exceedingly interesting. BaitPthey s^ce always way behind, way out 
' of d^te. ■ ■ ■ ■ • ■ ' . ■ 

Seuator jSt5:venson. If the Congress were to commission a study of 
land ownershf^D^^tef*^ the' country, would it be ^gjssible at this' 
point in historWwiih such laws as the land- trust law in Illinois and 
.the secrecy whacn you have alluded to, to complete ^ch a study and 
produce the mformation which could tell us who owned the land in 
rural America? . ' * - / / 

Mr. Gates. There-*is no limitation or restriction on the use of th^^^ 
county records. When I was doing my "Eifty Million Acres," which is 
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a^study of land^ disgposal in Kansas from 185*4 to 1890, 1 worked t^he . 
comjity records of SO eatstern Kansas counties. ^ 
I remember in one instance tiie local abstractors, who were using 
' . the comity records at the same time I was, seeiged to be somewhat miffed . 
1 sigr' the fact that J was using them. I had not introduced myself or made^ 
any statement as to why i W^s there, ' ^ . Z^- ^ 

I later heard that they thought I was working in behalf of the Torf. 
ranee land ia^ tli^t Austrailia has experimented with^ that might do 
away with the need for relying on the abstractor* I had no such inten-^ 
tion, of course. I wsJs simply^conc^miid with the accumulation 6f data 
\ that the census did^ot provide ior me^ and of the history of some of 
tiiese estates ^hich I could find from the county deeds and the ;giort- 
gage dnd tax record^; The latter were not in all instances eattiarit, 

I don't see any reason why a study could not be made, and 'vi^hy it 
could not be made effectively, although it would take a considerable 
amount of time. It would be very useful. 

Senator Stevenson. Are we abfeto discover in the case of large , 
corporations the extent of their holdings? ^ 

Mr. Gates. The Bureau of iOorgorations got that in 1911. They 
showed ownership maps of evejry one of the.major- timber companies 
as of that time. Some 'of theoik like the^ Weyerhaeusers, bought a milU 
lion acres from the No'rthem^acific Railroad. There ar^ alternate 
"^ sections on the'' alternate section patterns that were granted 'to the 
railroad, but they, were able to fill in by acquiring through dummy 
entrymen the Desert Land Act, or the Forest Burchuse Act, they -were 
.able to fill in many of the sections, also,' so that today A considerable 
partof their ownership is blocked out. ^ ' • 

Senator Stevenson. Would it bfe*difRcult,-with the advent of agri- 
' business, to put together information on the extent of corporate 
- holdings of agricultural land? Do you anticipate coopetation from the 
corporations? * > 

Mr. Gates. I canliot comment on the support that you mig^t get 
from the eorpbrations. Business, generally speaking, today is more 
willing to open its records to historians than it was in the 19th dfentury 
orin^theearlypart'Of the 20th century. . " ' 

• The old notion that a businessman h-ad of the historian was that h^ 
was interested in accumulating the dirt. They pointed to GustavuS 
Meyer andi some of the nonptcffessional historians of the 19th century . 
who were conc^ed with monopolistic issues^ and exaggerated the 
, data^ and perhaps were not very careful with their conclusions. 

The* historian, the professional Jiistcftian, today is I think not at all 
' interested in muckraking. In fact, one of my students once asked me 
why I did not pay , any attention to the scandal theor^^SThistory, He . 
ihentioned Benjamin F^anklin, and said&at his private lifeVas more 
. interesting in somfe ways than -his puBMc life, why did 1 not give a 
little atteiition to that. Wfell, I.said that was not basically important 
^ in'a^tudy of American history, I was much more interested in his 
public career. v % 

By t actually, business has generally changed its attitude. Most of the 
railroads hnve opened their archives. The first of them was the, Illinois 
Central that opened its* archives to i^e, wheji I m-ade my diss^^rtation 
on the Illinois Central Railroad. Then the Burlington Railroad\ after 
its records had been used for a tiiheby Eichard Overton, went so far • 
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as to donate its whole manuscript collection of material relating to its 
land polic;;^ to the JSTewberry Library in 'Chicago. . . 

I thifik'the 1)usinessman^s attitude today is much different from 
what it was in the l&th century, but some pf these new corporatipns 
that are moving into agribusiness piay be- more sensitive^ especially 
in Bght of some of the tffings that congressional committers are doing. 

Senator Steveksok. You flatter us. 

Senator Hughes, do you have any questions? •: 

Senator Hxjgkes. Thank you very much, Mr, Chaii^an. Really, 
I gues& Dr. .Gates, the primary interest I would have right now is a 
projection into tlie-future. C.aii you make any logical projections from 
the history you haVe studied as to what the next 20 years hold? 
^ Mr. ^rATigs, I wish you would not ask me that The only time I tried 
to do that was in the election c?fcmpai^ in 1938. 1 had been* very active 
ill the campaign in 1936. 1 had been noiuch elated with the results. I, 
thought on the basis^f the same studies that I had made for 1936, now 
in 1938, that the Democrats were going to win, and win weU. My 
predi<jtions were wrong. 

I went so far as to write a little story on it for a student news- 
paper cjalled the "Aeropagus," The next day J decided to stay home 
and not* go to class. I was fearful of the reaction I would have from 
the students. * ; / 

I would prefer npt to do that. I am not in the position to do that^ 
Your ftgricultunil economists and yoiir socioligists are willing to and 
are e<5[uipped to 'handle questions of that sort. It does seem to me that 
the tendency is to move in the direction of coroorate farming. 
ntmiber of mcidents that you see in the press of companies that, are 
moving into tl^at direction is rather startling it seems to me. 
r Senator Htjgk^s. Have you done any ^comparative studie%in capital 
investment, that is, in relation to nonagricultural business ? 

Mr. Gates. No ; I haven't. My wor* has been mostly devoted to 
ownership arid not to efficiency of operation or returnis. In fact, I know 
very little about the returns of theso except where th^re are records. 
There are a few cases iu Illinois where estates are in public hands, in 
semipublic hands, it was, necessary for the estate management to fije 
an annual report showing profits and losses, expenditures and balances 
and so forth and that was a very interesting series of documents. 

But I haven't gone into that aspect of it, no. 

Senator HugIies. Then one jfmal question. It ia not a question but 
I guess it is an appeal flJr advice. Could you advise the committee from 
your historical experience of any direction to proceed in o\ir inves- 
tigation that we are not covering? V 

Mt. Gates, I thought that Senator Gaylord Nelson came very close 
to some very fundamental issues jjjPL questions he asked the agriculturar 
economist at the University of Wisconsin. I suspect tHat in our farm- 
ing management records at Cpmell we have information about profits 
ana losses. I know from ta^^king with Stanley Black who is professor 
of agricultural econoniics and a very distinguished and extraordinarily 
able man in his field,, that he has intimate detail on many farms because 
' the farmers are cooperating with him in providing data or inputs, out- 
puts, prc^fits and losses, and so forth. He nas intimate data about their 
(Operations. ^ 



. I cife one little stoiey. I^went to a farm auction one time just for. 
curiosity, I was not interested in buying but I wanted to see how thCT 
handled tKis 'f 9.rm aucS^ion. It was a good' farm. I found myself half- 
way along standing bif sides Stanley Black. There wore two bidders - 
toward the end. They were bidding up fairly high, I asked Stan if he 
knew either of the bidclers. He said he knew both* Jle had records of 
both. He prfedictedjp^hich one could best pay the amount that the bid 
had reached. The less a1?le man, whos^ record was 'not quite as efficient, 
'quite as successful, got the land. * ^^c-^v. , - ' 

A fe^; years later I saw Professor Black. 'Hc^ said the bujer had 
lost the f armpit was iii line with his own projection at the tune. 

I just ctte tliat as an inciderit. This canMi^ unique a-bout the College 
of Agriculture at Cornell. I thi^k this is being done in all of the Stat6 
agricultural colleges, I think they do have elaborate records of the 
profits and losses, the inputs and output results of the operations of 
these farmers. It might be toat spmeone could look over uiose reconds'*' 
for the kind of thing that this committee is investigating.* It ^ould^ 
bQf veiy useful. \ . . , ■» 

Senator HijOHES. Thankyou tery muchjDr.Gaktes. 

Thank you, Mr. Chairman.' .| 

Senator Stevensox. Professor GateSj^'you taught at^^Co.mell for a 
long tijne> and it is oji^ of the great land grant colleg^. Can you tell 
lis anything about the^ effect of land -grant colleges on either the retarda- 
tion or tKe acceleration of concentration of landownership and the 
evolution of agriculture business in the 'country ? , ^ 

Mr.^ Gates. It is my "judgment t&at agricultural economists generally 
spealdng, ^and I have known exceptions, that agricultuni economists 
teaching in land'graipt institutions are concerned with profits ^nd^^ 
lossds rather than human probler^S., I would like to stop thete on that ' *^ 
issue. 

Senator STEVErfSON* Do you know any communities m this country 
that' it would be useful to look at in order to learn a little bit more 
about the effect of agriculture business? I am thinking of some hypo- 
thetical community, some hypothetical rural community which has 
land acquired by large corporate farms. 

We have heard tijstimony about the effect that corporate farming has 
on the little merchants in such t^dmmunities, oh the small bankers, the 
farm supply dealers, equii)ment\dealers, civic activities, churches and 
so on. Can you think of any communities in the countrjr that could 
afford us the Opportunity to study the effects of corpoi^te f arming*? 

Mn Gates. The case you cited. Senator Stevenson, of the Kern 
County ^Land Co,, is rQaxly unusual. In the first place that land has 
always been in the hands of, first, Haggin and Tevis and then the 
present Kern County T^nd Co. which is a subsidiary of Terfneco, I was 
m touch with the authorities of that company when it was an independ- 
ent company. In fact I thought at one time I would" like t<¥ write a ^ 
history of it because its records I suspect are fairly complete. 

The company officials replied that they would do everything they.^ 
could to aid me. But other things came up an^ I have nob pressed the 
matter. S s4 / 

Nb;«I really don't kifow '^p>tM)mparable instances of that sort. It 
seems to, me t^is is a little unusual because it was primarily, although ■' 
its profits were ^ucli larger from oil, a farming company. Another 
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is £he Tejon Land'Co* which is just south of the Kern County Land 
(b.^ in Kern Co. and partly in Lbs Angeles County* 

I see their reports regularly. That is stiH a relatively small company. 
IC does not seem to bo tied in with any large company such as the 
Tenneco Co. a;id the Keffi'Gounty holdings. . . 

The Southern Pacific has a huge owning, part of which I understand 
is farmed. But the SouthCirn -Pacific has never been inclined to open 
its records. It may be one of the f ewi. railro^ids that has riot. Most 
irailroadB today are anxiotte to have -tjieir histories written, indeed 
many of them Igtve hired historians, to write them, letting them have 
their records. ' — 

Senator Stevenson. The law does not intend farms of more than 160 
acres to beneJBit f rofh Federal irrigation and land reclamation projects. 
Wliy has not that law worked?. ' ^ ^ 

-Mr. Gates. A married man under the law and under the inte.rpreta- 
tion of the law may have water for 830 acres, as I understand it. 

Senator ST>rvi:NSoN. Is that the principal reason? 

Mr. GrATES. That is the only exception. 

Senator Sti^venson. That is the only exception. Is tliat the reason i 
Ml*. Gates. There are various reasons wliy the Government has 
allowed the public water jprovided by the expendituriy'of billions of 
dollars to bi>nefit largo owners, contrary to the intent of .Congress and 
the ftmdaniental purposes of reclamation legislation. I judge that the 
major reason is that the public officials have been reluctant to enforce 
tlie;exces[5* lands pn)vision of the law by compelling the large owners 
to dispose of their surplixs lands to smaJl holders. 

Senator Stevi:n8on. The' law has not worked very '.effectively I 
gatlier. * 

, Mr. GitTES. No ; it has been quite ineffective. 

' Senatbr Stevi^nson. I^thank you again. Professor Gates^ for b6ing 
very/ helpful to ns this monling, traveling a long distance to be here. 
Mr. Gates. Thank you, Mr/Chai«nan/' 

Senator Stevi^nson. Our next, witness is Mr. Charles Frazier rep- 
resenting the NationaJ Farmeii^Organization. 

'The NFO as we all know has beeii concerned al)0ut the problem of 
family fanners in tU<5 country. Its membership is daily, coming up 
against these problems ,which we have been discussing tlris morning.! 
thank' you for your willingness to come liere and help us with the 
benefit of your views, (experience, and (Asei'vations. 

4y * § • . . 

STATEMENT .OF CHARIES PRAZIER, DIRECTOR, WASHINGTON 
' STAIT, NATIONAL FARMERS ORGANIZATION 

Mr, Fraziek. Thank you, siK By way of introduction may I say 
that President Staley would have liked to be with you here today and at 
one time had planned to do so but some rather unavoidable conflicts 
made it rather difficult; lie couldn't make it. Further by way of intro- 
duction may I say that I spent a little bett(»r than «0 yeai's in the 
Department of Agriculture. I have only recently l)ecome assomted 
with the National Farmers Organization and welcome this opi)ortunity 
to appear l)ef ore you. ' 

By^reason of my previous experience and backgrtmwjt perhaps I can 
be of some help to you on questioni^ther than th^se- that may be 
covered by our prepared statement. 
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Mr. Chairman and members of the cx)mnutte«, I appreciate the 
opportunity to appear before you today in behalf of the National 
S armers Organization because of the direct relationship between the 
major goals of our orjpa^ization and your interest in the migratory 

• labor groiip that is so important in the whole pattern of agricultural 
production. 

The National Farmers Organization was first formed in Octobejr .of 
1955, essetitially as a protest gx'oup concerned about the prices of major 
agriciiltural commodities prevailing at that time. In recent yerfB, the 
organization's major effort has been devot-ed to collective bar^ining 
- for better prices and terms of sale for its members under authority of 
the Capper- Volstead Act of 1922 and related legislation. We are ac- 
tively.Qngaged in the marketing of most major agricultural commodi- 
ties in various, areas. throufjhout the 48 contiguous States. 

As these bargaining activities/ have expanded and we have gained 
experience, our offices and mdin^figrship of the organization have be-; 
come keenly aware of the recent rapid rate of expansion into the field 
of fflrm production By many large corporations and conglomerates. In . 
' our opinion, this tr^nd of recent years threatens the very existence of » 
the family owned and operated farm unit that has played such an im- 
portant part in our American economy throughout the history of this 

• country. believ^e a laiige proportion of these faipiiykfarms are effi- 
cient and they ai^ still important in the whole chain or food produc- 
tion for our j)eople. >^ - 

.#n some instances, large corporations ot^ conglomerates appear to 
Have entered agricultural production 6nly as an act of business judg^- A 
" fnent, seeking diversification for the deployment of their resources. 1 j 

In other instances,, lar^re corporations \Vho??iB^principal business is^t' 
the f 00(1 processing, distribution, and retail field evidently have entered 
into agricultural production in the belief that they are gaining certain 
economic advantage's over their competitors.* ' . 

For exampl^, I)el Mojfite^erp. claims to 'be the largest producer of 
canned fruits and vegetabrG\jn the world. It also has become a very * 
largo farmer through the o\raafship and operation of thousands of * 
acres of land in (California and elseAvhere. The company oi)erate9 proc- 
essing plants here,an\I abroad. They own restaurants, can manufactur- 
ing facilities, truckingioncems, an ocean terminal, a label printing out- 
* fit, and many other operation? that may relate directly or not at all to 
food processing and sales. . . 

Our organization recent IjS^ published some of the corporate connec- 
'tions of the Ealston-Purina Co., the largest of the poultry and hog 
integrators. This step was taken simply to infoa^m our membership of 
the tremendous competitive advantage enjoyed by a large corporate^ 
structure when it chooses to compete at the producer level—and to illus- 
trate the iieceasity of farmer cooperation in a barganing effort they 
theniselv(»s control and operate. Directors of the^Ealstori-Purina Co. 
hold positions with Kidder, Peabody & (^o., the New York investment 




short, a Who's Who of the American financial establishment. . 
. Huch widespread influences existing: within the management of a- 
single large corjiorate structure provides almost unlinnt<?d resourcoe 
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and a sp^ial form of buying power for inacHinery,*ch6mic«.l8, forfci- 
fizers, and other requirements of production. It certainly enjiances the 
competitive advantage over individual farmowner-opmtors in a man- 
ner that almost defies descriptiofa.' 

The 'National Farmers Organization has advocat^id the passage of 
legislation that would remiir3uC0rporations of tlie type just described 
to divest themselves of all interest in the ownership ana operation of 
agricultural land and production facilities. We 'will not belabor the 
point at this time, nor will ysi^ initiate a^^ discussion as to why the De- 
partment of Justice and the Federal Trade Commission haye not taken 
^ an active intiTest in the antitrust or antimonbpoly aspects. of the large 
corporate farming operations. It is irftcnded to show'that there are Sev- 
eral aspects of the (levelopment relating directly to the §tatus of mi- 
grant workers who constitute the bottom of tlie personnel Iddder in our 
wliole food production and marketing sfetup. ^ ^ 
. A major point to bA made is the possUneJoss'of a whole class of 
capable farm management pc^rsonnel in this coimtyy— and I refer again 
. . to thc^ experience of Ralston^Purina. It is^well recognized that inde- 
pendent integrators ajid a number of large corporations converted ifhe 
production of practically alj broilers- nn this country from the inde- 
pendent farm producer typp of agriculture to the cent^ajiztid factory 
typeof i)rodiictioninaperiodof lessthanlHyears*- v ^ 
In the October edition oT Broiler Industry, an exteijsive account ofi* 
, * interviews with the management 6f Kilston-Furina de^ri^es the liis- * 
tory of theicompany'S experience in broiler production. This review 
was sp(irked by the eompaiiy's announcement on Sej)tember IC that it 
was Seriously considering divestiture of all broiler production faculties. 
• -^t reportedly would sell $10 to $50 million* worth of broiler inventory, 
plants, and equipment. ^ ^ • 

As l|te as-f he mid-W^^^ 
tlieir local dealers. The deal}»rs were drawn into heayier commitments 
in financing production bypie depresJiions in 1057 and 1059. It.moved 
first into^a stage of jouit vsiture operation with the dealers who, in 
turn, were contracting with gro;ivers^ In iOGl the con>pany proceeded to 
a full integiifition of feed production, hatcheries, ^gg and .turkey 
production, broiler prOieessing, and distribution/ ' . 

New saleR of Ralston-Purina Co. increased from $647 million in 
1901 to $1.5T billion in^l97()— these sales are expected to Teach the $2 
• billion level this year. The compilny is now involved', in addition to 
l)e'ing the largest single livestock feed producer in the United StateS, in 
^soybean processing, pet "foods* restaurants, and a broadened line of 
consumer food products. The decision to disi)0se of the broiler business 
4 , apparently was reached in»a logical bui^nesslike nianner^tliey have 
concluded that broiler prices are cyclical and the return on investmefit 
does not measure up in comparison witii otlier phases pi tli|> business; 
In other words, the *I^alstoir-Purina executives have discovered 
. something that thousands of sillall producers also leained the hard 
^\ • way before they were forced out of production. A decision also was 
nSijS* to dispose of the eg/? production facilities. The company will re- 
. : , tam'it^j turRifty production setup and certain fa^cilities to market 
broileys and Cornish hens. There are no i-ejKyrts that the cx>mpany 
effort to pnKluce hogs will be dropped. 

If this ajinounccd intentit>n to disi)ose of some rf its production and 
j^rocessing 'facilities represents- a probable trend during the next few 
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vears in tlie^management decisions of soifae corporate stmcturos ^ho 
iiave entered a^cultural production, 6m may draw certain conclu-- 
sions. In practical tenhs, tliis torporatioh participated' effectively in 
displacing a lar^ijt^roportion of the owuer-op4ratorswho were pro- 
ducing a needed food product. I* would *be nmrly impossible to re-» 
instate owner-opel^tors in this field once tliej' have been broken or 
jforcQcl to move to other types of income. / ' . . 

Management know-how has been lost at the farnv level. Ifow it is 
endongereil at another level as prwiuctlon hereafter wiil bo, concen- 
trated in even fewer hands. It would appear that competition between 
the giants will I>e lessened when some of them drop out of the game— 
and it is )?eadily apparent that only very large, well-fmanced buyers 
<*an consider purchases of the magnitude cont<>mplated Ijy Ealston- 
Purina. Severjtl questions inmiedijfely come to mind: Is the long- 
touted efficiency of bigness realls^all that it is cracky^d up to be? -Can 
the corporate structure provide the knowledgeable management neces- 
sary to ^'Ope with the many varied hazards involved in agri'cultunll 
I)roduction? \ 

If they undertake it, wipe out the family farm structure and then 
fail to produce at reasonable jpricee, will the coilsumer then be pro- 
' vided with, food produced by only a few corporate ^ants at prices such 
as we li%>rc in prescription drugs today? In some mst^ces consumers 
are alreadv offered foods that are tasteless ^nd iminteresting beca^ise 
they have f)een develoi)ed largely to satisfy the requirement of mechani- 
cal picking and packaging. Must we look forward to more of this? 
- As on organization^ we are convinced that the spectacle of large 
corporations monopolizing the foo<l production fiela is a very -strong 
possibilitv — we 'are not just crying "wolf Ilalston^^Purina is already 
engagwl m swine pnxliiction. i^attTe feeding has moved into very large 
lot owrations in recent yearfj. It is quite conceivable niat a few of the 
conglomerate giants cottld move into cattle feeding and hog produc- 
tion, and thus place cohtrol of our wliole poultry and meat supply in 
the hands of {t^.very few people. 

We urge that you consider the implications of corporate farming in 
agi'iculture, iritis broadest sense. We do not mean to lessen or detract 
from vour well-justified mteix?st in the problems'^'of the migratory 
worker. Actually, it is quite possible that many'^who have considered 
themselves smatU independent farmers in the past, are about to johi 
the ranks of the migraait f armworke?, at least f rdm an economic point 
of view. * ^ 

• This is well illustrated by Merence to the article by Washington 
Post stuff writer Nick, Kotz on October 5, 1071. In commenting on 
the problems of the low-income farmer vtlio may undertake to com- 
pete with the lar^re agribusiness corporations througli the use of co- 
owrativcij, Mr. Kotz U^lh of the specific problems of tlie Cooperative 
\)mi)esina. A small group of these ex-mijin^aiit workers are under- 
taking to produce and market Btrawl)erries usiitg money loaned 
through an ()E() program and the Wells Fargo Bank in ralifomia. 
I)espite the assistance and the oft-repeated staterfients of iitterest in 
cooperatives and the problems of ^mm farmers^it would api>ear that 
the Department of Agriculture^ would offer little, if any, assistance. 
In factvwhen these sniall producer do undertake to reestablish them- 
H<»lyes at ^ sul)sist^nce level, they may find the Department perr^nnet 
in direct opposition. 
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I call your attention to Mr. Kotz^- nfi^port^that the Fanners Home 
y Administration turned. down Cooperativa Campesina-s request for a 
^ loan. When asked to/coniment on this loan and related problems, 
Deputy Administrator Homer Preston, of. the USDA's Farmer Co- 
operative Service, is quoted by Mr. Eotz : . ' 

The low-income farmer problem Is not iHtrsonaUy my cup o£ tea. Oinsmv^n- 
tioual co-ops are not exactly enthiijjlastic about them. They don't have much to 
offer except labor ^md It# less important today. These people are cotton ehoi^pers. 
They are tied in with idealism and civil rights, and a lot of romanticism. The. 
puniose of cooperatives is not to keep mass numbers in farming.but to help thoae 
1^ who remain. 

In any evei* these expre^ions of intere^ are enlighteniujt? andyou 
inay wish to look into the attitudes expressed by a resi>onslble leader 
^ in the Department of A^^riculture. ( 'ertainly, there is an indication of / 

Mr. Kotz writings that the large staff aud^the po\ver of the Depart- f 
nient have l)een directed along. lines quite dilfeix^nt from the old 
» Rochdale principle that supT)orted the d<^velopment of cboi>cratives 
and producer associations throughout' the United Sfeites for many 
vears. I assume that Mr. Kotz, a winner of two I^ulitzer PirilKes, has 
ms facts right. 

We have only one specific action to commenfl to yoti at'-this time. 
There was an earliei^ reference to proi>osed legislation that would re- 
-quiro large business corporations to divest thwnselvos of all interest 
in the owhersliip an(^ operation of agricultur{a isand and production 
. , facilities. It is my hopf^ that this will be introduced l)efpre your de- 
^ literatioiis are concluded. Even though a decision to support such 

legislation may not be appropriate in your conunittecj it may well 
- hav0 a significant bearing on any plans for legislation that you nia;^. 
^ ■ - develop in this cwnmittee; We will bring it to your atteiUion in- 
^ . formally as swm as possible. ' / ^ 

We urge^that eyeiy effort \m made to learn moi-e' about the current . . 
position of the large corporations in fanning and their plans for the,|^' 
future. If we may of further s(vrvice thrQugli consiiltatioi^ withr 
. inembers of the committee or with your staff, you are assured of our 
interest and c(K)j)eration. . , 

. ' Thank you/ ' . ' 

Senator Htkvenson. Thank Vbu^ Mr. Frazier. 
' I wij) order printed in the record at this point the verv fiiie series of 
articles by Mr. Nick Kotz tMt appeared on October ?5, 4, and f), lp7l 
in the Washington Po^t. / 

* • C'OKOtOMEEAlEB KESHAPE FoOD StTl'PLY 

* ^ (By Nick Kotz) . \ 

* Tlio name "Tenncco*' is not yet a household word to American consumers, but 
it weighs heavily on the minds of the nation's embattled farmers and of govern- 
ment offlclalfl \Vbo worry about the cost of food and the fate of rural America. 

For Tenneco, 'Inc.. the 34th largest U.S. corporation and fastest-growing con- 
glomerate, has become a farmer. 

Its new activities symbolize an agricultural revolution that may reslmi>c 
. beyond recognition tlie nation's food supply system. Dozens of the largest cort)o» 
rations, witli such unfarm-llke names as Htandard Oif, Kaiser Aluminum and 
Boutliem Pacific have diversilled, into agricultte. 

What concerns fanners, processors and wholesalers is that the now broed of 
conglomcrftto farmers does not just grow crops or raise cattle. The corimrate 
executives think in terms of "food supply Vstems," in' which they own or control 
production, processing and nyirketing of food. 

«> 
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**TenneV5o'« goal in agriculture Is integration rfom fioedling to supermarket,"* 
the conglomemto reported to its Btockholders. Its rosourco?j to achieve •that goal 
inelude 1070 sales of $2.5 billion, prdflts of $234 mlllloti and asset.s of $4.3 billion 
in Hueh ficlda as oil production, shipbuilding and manufacturing. 

Tlie conglomerate invasion of agriculture comes at a time when millions of 4 
farmers and farm workers have already been displaced, contributing to the pro!)- 
lems of iliral wastelands and congested oitien. More than 100,000 farmers a J^ear 
are quitting the land, a!>d more than !.{> million of those who remain are eaxjifng 
less than iKJVerty-level f arm ln(»omes. Their plight is severe. * < 

Although the U.S. census still count^j 2.0 million farmers, 60,000 grow one-third 
of the country's food supply and 200,000 produce more than one-half of all food, 
The concentration of production is especially pronounced in such ci:op8 aj? fruit, 
vegetables and cotton. . 
' In 1005» 3,400 cottonigrowers accounted Tor 34 per cent of sales, 2,500 fruitgrow- 
ers had 40 per cent<)f sales and 1,600 vegetabl^ growers had CI ver cent of the . 

Tlie mwlium to large-size "family farms"— annual sales of $20,000 to $500,000— . 
survived' earlier Industrial and scientttic revolutions in agriculture. They now 
face a financial revolution In wlilch Tradltlj|ril functions of the food supply 
system are being reshuffled, combined and c(Wdlnated*by conK>rate, gilintfl. 

"Farming Is moving with full speed toward becoming part of an lij|:egrated 
market-production, system," says Eric Thor, an out^ken farm econonjlst and 
director of the Agriculture Depalftment*fa. Farmer. Cooperative Service. **fhls 
system, oiwje It is developed, will be the same as industrialized systems in other 
US. induswies." 

Efforts to bar large corporations from fanning have come too late, says 7;hor : 
**The bahle. for bigness in the food industry was fought and settled 35 years 
ago-^haln litores versus •AXa.and l*a stores? " * 

. . . <%)riH)raite takeover of tlie jKtultry Indufttry did result in lower consumer 
prices. But for numerous food products, corporate .farming has not lowered grot 
ceiy costs, Iny aune the price of raw food materials is not a significant factor in 
determining final retail prices. For exampl9,»the cost of a food container Is some- 
times more than the farmer receives for the food packaged in if. 

The new corporate fanners ac<'ount for only 7 per cent of total food produe- 
tion, but they have made significant Inroads in certain areas. Twenty large corpo- 
rations now control poultry production. A dozen oil companies have Invested. In • 
cattle feeding, helping shift the balance of production from ^^mall Midwestern 
feed lots to lOOtOOO-liead lots in the High Tialns^of Texas. Just three cori>ora* 
tions— Ignited Brands. Purex and Bud Antle. a company partly owned by Dow 
Chemical ^dominate (talifornla lettuce production. Tlie family farmer still nilea 
supreme only in growing com, wheat and other grains, and even liere constantly 
larger. acreage, maelilnery, credit and higher prices are needed for the family 
farmer to stay profitably in business. 

Tenneco hop<*s thrtt its new l)raiid name, "Hun Oitint," will on<» day l>ecome for 
fresh'frults and vegetable!* wliat **I>el Monte" now meafls for cannd f<iods. It 
holies liousewlveH wiU pay premium prices to buy its nationally advertlned spe* 
(ilally packaged fresh prcKluce. J 

Tenneco, which started out as Tennessee Gas Transmission Co,, nays It made 
"giant Hirides" in 1070 toward Its agriculture goals. 

Kesources rapidly accumulated by the giant conglomerate in(*lude: Kern Coun- 
ty Land <'o., whieli' controls 1.8 million acres of land^in California and other 
states: J. I, Case Co., a manufacturer of farm machinery: Packaging Corp. of 
America, which makes food eontatners; Tenneco Cliemicals, a ijroducer of i>estl- 
cides. and neggblade-Margolens, the nation's Jargest processor-rtarketer of fresh* 
fruits and vegetables, \ 
.Even the largest independent <'allf#rnla farmers auestlon how they can 
comi)ete with a cori)Oftitlon wlilcli can, at least in theory, own or control virtually 
every phase of a food supply system. Tenneco can plant its own vast acreage. It 
can plow those fields with its own tractors, which can be fueled witli its own oil. ft 
can spray its crops with Its own pesticides and utilize its own foo<l additives. It 
then can process its food products in its own planta. package them in its own con- 
tainerH and distribute tliem to grocery stores through its own marketing system. 

Financing the entire operation are the rcKourees of a conglomerate with bil- 
lions in assets, hundreds of millions in tax-free oil Income and Interests in 
banking and Insurance (companies. Tenneco, according to Alports filed with the 
Hcctiritles and Kxclmnge Commission, had 1000 gross Income of $10^1 million and 
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taxable income of $S8.7 million. Yet due to federal tax breaks, Tenneco not only 
paid no taxes on tlmt income, but bad a tax credit of $13»a million. 

Tenneco ojQCleials— who'don't waiit to^e named— acknowledge they arc building 
a vertically integrated food delivery syiite^n, but tbey deny any plans for co- 
, . ordinated,use,of the conglomerate's total resources* Each company must com- 
I)ete and earn a profit separately, tliey say. Nevertheless the Federal Trade €om- 
mif^slon is actively scyrtitipi55ing the corporation's agricultural activities for jws- 
, - Hible antitrust violations. , ^ ' v ' 

Tenneco is reluctant to discuss details of its finances in agriculture, mit avail- 
able information indicates the 8<^ope of its present agricultural interests.. • 

In 1J)70, Tenneco reported agricultural and land develoi)ment sales of $107 mil-- 
lion and profits of ?22 million. It farmed 35.000 acres directly and 95,000 acres 
tlirough 321 tenant fanners. It produced. 2 million boxes of grapes, 1.5 million 
boxes of strawberries and large amount/ of other fruits and vegetables. But that 
is oj\ly the beginning. ^ 

' • MABKETING JTIRM , ■ 

f , . ' ■ 

Heggblade-Margoleas, Tenneco's processing and marketing fir;n, sold its own 
products tind t|io£ie of about 2,000 other, farmers. Ileggblade-Margoleas. Is tlie 
nation's largest marketer of fresh fruits and vegetables and the world's largest 
marketer of table grapes. Its processing faeilities includeanew Sacre plant and 
th(» world's largest date processing plant Tennecaeven h^^ts own farm lobbyist 
iu Washington. . 

Tenneco ngriculturnl oiKjrations employ 1,100 fidl-timc workers and 3,000 at 
the i)eak of ImrvcHt, Faced with a boycott of its other pro<.lucts, Tenneco Jast year 
signed a contract with Cesar Chavez's United Farm Workers Organizing C^ilx- 
mlttee. * 

TlTie 1070 ccmtract signed with Tenneco and other graiw growefs raises basic 
wages to $1.75 to $1.80 an hour and provides a piecevf/)rk bonus that can add an- 
(Uhcr $1 an hour during harvest season. Before ChavQz*s union began its. grape 
<strik(», wagCH averaged J)etween .$1 and $1.25 an hour, aiie contract also established 
a medical care fund, an economic development fund and 'safety prfjcautionfcj to 
protect w,orkers from pesticide poisoning* 

Teuneco's future plans include development of its Him Giant brand produce 
and putting into production 30,000 newly irrigated acres. 

• " FARM|Bg OVERl'OWEREn . 

The tyiK* Of food system being put tpgether by .Tenneco and other conglomerates 
frustrates and frightens indei>endent farmers* lliey see cvej^ element of the food 
business acauiring market power but themselves. On one side, they confront the 
Inlying pow(»r of giant food chains. Now they must compete with conglomerates 
that cun take profits either from production, processing, or marketing. The In- 
dividual farmer iwually does not have such options. The giant competitors also 
hen(»flt from a variety of government subsidies on water, crops and income taxes. 

Contrary to iMipulat noti(m and most galling to the efficient, large, imIeiK«ndent 
farmer, tla^ coriK>rate giants generally do not grow food cheai>er than they do. 
) Numerous UHI hi and imlversity studies show that enormous acreage is not needed 

to farm eflleiently. 

Vox examphs maximum cost-saving production "efflclency is generally reached 
' at alMUit 1,500 acres for cotton, less than 1,000 acres for\com and wheat, and 110 
acres for peaches. Thousands of indjppendent family farmers possess such needed 
acreage, and farm it with the same machinery and techniques used by their new 
rivals./ 

In fact, studies show that the largest growers Incur higher farm production 
costs as they emi/loy more workers and layers of administrators. 

A fullscah* economic Iwitth? between the conglomerates and independent farmor« 
is now imftildlng in th(» nati(m*s single most important farm area, the rich central 
. valleys California, whi(»h faf* outdistances Iowa as the first-ranked state In 
farm sales. California farms grow 40 per cent of the nation's vegetables, fruits 
and nuts. The state prrnluces at least 00 per cent of the country's supply of 
crops and leads the notion in 25 others. * 

"If th(» TeniKM'o oiieratlon is allowed to go unchecked, it can change the whole 
complexion of farming in the Valley," says Fresno attorney Donald Thuesen. 
"They have th(» marketing power to make or break the market They can «cll 
below cost, as u loss leader, to^iget other business, and sustain Iodises that na farmer 
can afford." • * 
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Thuesf tt represents a large grape grower who claims Tenneco forced Jilm int^ 
bankruptey by selling the grower's grapes below the market price. A former Ten- 
neco tenant farmer makes sinrHar claims involving the marketing of his potatoes. 
Tenneco denies these charges. * * 

'-'Tenneco sells their produce first and you get what's left over," contends 
John Glaeone, who grows cantaldiii)e<in the San Joaquin Valley. 

In an effort to market his own eantaloupes, Giacone built a plant to boac and 
market hts produce." But now he finds sui)ermarket chains will not buy his (janta- 
louiws unless he uses a different kind of container. The chains have changed thelro 
container siKjclficatious deciding that another kind of box is more convenient for 
their retail Ulcerations. . . • 

Remodeling his shed for the newly required packing process would cost $500,-/ 
000, says Giacone, and that "will take the family Jewels and then some." 

At a time when they are confnmted with overi)roductlon In numerous crops, 
California's indei>endent farmers are disturbed to see the conglomerates, with 
taxpayer's help, each bringing Into production 5,000 to 100,000 newly Irrlj^ited 
acres, w * 

A (*allfomla state water project will Irrigate '^'50,000 new acres for crops. A 
RalpTU Nader task force calls the water project an unwarranted, $l,0()0'an-acre 
•'welfare scheme'' for a few big landowners. Tenneco plans to grow fruits and, 
vegetables on 30,000 of these acres. Other major beneficiaries tacludo Southern 
, Pacific, Standard Oil of California and Belridge Oil Co. 

INEFFICIENT rARMINO 

"Belridge Oil Co. Is spending $185 million to develop 20,000 acres of fruit and 
vegetables," says Jack Bowen, a peacl^ grower In Modesto. "They grew 640 acres 
of peaches last year just to see whether they wai)ted to grow them. If corporations 
like that get serious, we've had it. We can produce more efficiently than these 
corporationsbnt we may not be around long enough to prove It." - ' 

Bowen Is not a small i)eacl)i grower. A sign outside his spacious 350-acre orchard 
proudly proclaims "A Famjily Business for Four Generations.** His annual sales 
exceed .$300,000. He replaced the Jobs of several hundred non-union migrant 
workers with a giant machine, which clutches peach trees by their trunks, then 
shakes off the i)eaches Into a conveyor and onto trucks. 

As a practical matter, Bowen and other California peach grow/rs have become 
too. efllclent for their own good. Faced with ruinous prices la^ year, they de- 
stroy ed 40 i>er cent of their harvest y 

"We only have 53,000 acres of i)eaches In production," saysUgo Cavlanl, presi- 
dent of the California Peach Canning Association. "One big corporate grower 
like Tenneco could wipe lis all out." ^ 

* Cavlanl says the nunilH»r of California ellug i)each growlers has declined from 
2,200 to l,'i'00 In only three years, while the number of canriers has dropped from 
40 to 14. ♦ 

Tiie nation's fruit and vegetable growers are not strangers of the tough com- 
petition of agribusiness. For many years, they have wrestle<l with tlfe market 
power of chain stores and major food processors. They sell to canners such as 
Del Monte, Llbby-McNTell &,LIbby. (Jreen Giant V\u H. J. Ileinz Co., and Minute 
Maid (*orp fa subsidiary of Coca Cola). Kach of these canners also comi>etes with 
the Indei)endent farmer by growing- large amounts of its own food supply. 

But the new conglomerate represents a different kind comi)etltion. The older 
agribusiness corporations are primarily food companies and must make money 
somewhere In the food distribution system. Such Is not necessarily the case with 
the new conglomerate farmers, for whom millions of dollars of agrlbushiees 
Investment may represent only a fraction of their total holdings. Only 4 i)er cent 
of Tenn(»co's sales are from agriculture. 

In fact, the conglomerates may find thelr^ foml Investments profitable oven 
without earning anything from them. The profits may come from land specula- 
tion, f(Hleml crop subsidies, or generous federal tax laws. Tenneco recelvetl al- 
most $1 million In 1070 cotton and sugar farm subsidies. 

The new conglomerates lit Ilii?e a variety of ftKleral tax pn)visIoris that i>erailt 
them to bVnefit from tax-loss farming and then profit again by taking capital 
gains from land sales Tenneco, for example Is now developing six new.Callfomla 
suburban communities on former farm land. 

Tenneco officials insist they are fanning to make, money, to serve the consumer 
quality proflncts and to help strengthen American agriculture. 
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However, Simon Askin, Tenneco's executive vice president for agriculture and 
land development, recently to^d the Los Angeles Times : **We consider land as 
an inventory, but we're all for growing tilings on it while we WAit for price ap-* 
preciation or development. Agriculture pays the taxes plus a little," 

The federal government has been hesitant to bring antitrust actions ^igainut 
conglomerates thatJaove into farming* So* farmers and coriwraticms are watch- ^ 
ing closely a kt^- test case that is d^^veloping in California's Salinas Valley, fhe 
lettuce and celery capital of the country* , . 

The Federal Trade Commission has charged both United Brands, tlie Stnt 
largest U.S. corporation, and Purex Corp., the 010th largest, with seeking to 
mon()iM)li5:e production and supply of fresh vegetables. 

The vrc is negotiating a settlement with I'urex but^the Untteil Brands case 
is in fetleral court. Tlie government charges that United Brands is Transforming 
the lettuce and celery business from a comi>etitive one of smalj, urofltable, in- 
dei)enaent growers into a non-cOmiwtitive industry dojninated by laVge conirlom- 
erates. The FTC will seek to prove that United Brands cannot gn>«^ lettuce more 
cheaply and that it provides no price benefits to consumers. ' 

In its reply to the FTC complaint. United Brands contends that the countiy 
heeds large conmrations in the. fanning business, United Brands, represented by 
President Nixon's former law firm, states : , . ^ 

"Although there may' be some nostalgic desire to sjpe a market composed of^ 
many small grower^T, that structure cannot survive against a market buyer 
(chain stores) that is composed of fewer and fewer companies with larger and 
larger market fihares,'* 

• * SMALL FARMERS 

rnite<l Brands contends there is no economic justification for "a lettuce market 
compostHl of many small farmers whtf all are at the mercy of the buyers." 

The FTC case Illustrates dramatically the vastly different concepts by which^ 
industry and farmers measure bigness in agriculture. Most of the "small farm- 
ers*' referred to by United Brands are, by present farm standards, among the 
largest indei)endent farmers in the )('*)untry, Tlieir annual sales range from more . 
•tlmn $100,000 1() several million doUa'rs* - 

Although admitting the increasing concentration of coniorate i>ower in fruit 
and vegetable production- and the' corporate takeover of poultry farming, USDA 
ofilcials generally contend that this phenomenon will not si)read to other farm 
products. 

Many Midwestern cattle, hog and grain farmers disagree. 

The fear that the cattle and hog feeding businesses, their best source of income, 
may follow tlie nattern in which independent poultry growers were wiiKjd out* 

About 20 con^orations including Allied Mills. Ralston Purina and Pillsbury Co.. 
originally went into poultry proiluetion as a means of developing markets for 
their feed. J'armers \ven» signed fip to grow the con>orations' iK>.ultry. using their 

fCHl. 

According t(» USDA studies, the poor hut once IudeiK»ndent iwultry farmers 
are still poor as contract workers, earning aboufc cents an hour, A Kalph Nader 
" task fotce <in agrieultwre cuIUhI this (»on*H>rate farm system "poultry iieonage," 

Tlie cori)oratl(ms, however, contend that they have benefited small farmew 
with a steady. If small, source of income. And, they say, they have given con- 
sumers lower priced chicken and turkey. 

The farmer sees everyone he must deal with in the food projductlon system 
acquiring more power except Iiim» The Rui)ermarket chains, the grocery manu- 
facturers and the new conglomerate clout in the marketidace and political influ- 
ence in Washington. Kven migrant farm workers, still the lowest paid laborers in 
the country, have made some progress, signing contracts with the new con- 
glomerate failmers. who are vulnerable to boycott of their brand products. 

Only the individual farmer, with the exception of powerful cooperatives in a few 
crops. r(»nmins unorganize^l In the marketplace. 

t, A battle to achieve market power now pits rival farm producer groups against 
each other, farmers against processors and farmers against migrant farm workers. 

The battle has produced some strange new alliances and has strained old ones. 
It is now l>eing fought with strikes and boycotts and in the-halls of Congress. 
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> / • (By NIcVrKoti;)' 

,Jo»opli WeiMliaat looks vthe part of Modern American Farmer, textbook v^r* 
' «ion: educated at lowa'Stater^conservative.in fcpoecU fvnd manner, effleient m tlie 
latest technology, Industrious an a busiriessiiian, proudly Independent. 

He is 39 years bUf and grossed more than 1100.000 last year soiling tiogs. He 
lias preiftiroably ''made it." But in 'fact he is a troubled man. fearful that he and 
' thousands of farmers like him" in tUls country cannot survive the industrial and 
financial upheavals in American agrieultut^i that have been bf ought about iU 
recent y ea^s by the emergence of enormous Vagribusiness" corporations. * 
• So he has become a "militant" of sorts, a card-carrying member of the hell- 
raising National Farmers Orgauiwition which is using collective bargaining, law 
suits, strikes, boycotts, crop dumping and even occasional* violence to win higher 
^ farm prices for its growing membership. ' , 

The NF0*8 ultimate goal is to protect the •*family farmers** of the world from 
forces over which they have miniknal control— giant food chains, food manufac- 
turers and conglomerates- that/fre attempting to bring to agriculture the Indus- 
trial bigness, efficiency and jrfontrol that characterizes much of the American 
economy,! 

Tlie tUrtntff) the ''family farm," and the way of life it represents, is so strong 
that even Ine American Farm Bureau Federation, the nation's largest and most 
conservative farm organization, shows symptoms of upheaval. In the past, the 
AFB^Ims consistently and vigorously opposed federal interven'tion in the farm 
economy. But today it is swallowing its ideologj^ and asking for federal laws to 
strengthe^jL imiividual farmers in dealing with fl\e new corporate forces In 
agriculture. V ' 

The stakes in this struggle between farmers like Weisshaar and the giant new 
farm corporations a re immense: " 

Food Is the nation's largest business with f 114 billion in annual retail sales. 
More than $8 billion In annual farm exports keep the U.S. balance of trade from 
. becoming an economic disaster* The i^uestion of lyho in agriculture is to share in 
this bounty and on what terms is at the root of the NFO's militance and the 
Farm Bureau's philosophieal turnaround. 

Will the family farm survive in the years ahead? Or will agricultut«e becomc-r-* 
like steel, autos, and chemieals-^an industry dominated by giant conglomerate 
corporations such as Tenneco, whosfr t)pcmtions were described in an article yes- 
terday? In that case,, the nation will have lost its prized Jeffersonian Ideal, 
praised in myth arid song, of the yeoman farmer as the backbone of America. 

What will l]*come of rural America if the greatest migration in hi8tory-=40 mil- 
lion to tlje cities in 00 years--is further accejerated? Farmers have provided the 
economic base of the small towns and that base is Incoming perilously small* 

What will be the eJfcct of a rural wasteland on the American politieal system? 
The power of the farm lobby and the small towns, already in 8hari> decline, has 
traditionally provided a counterbalancing force to the politics of the big cities. 

How will the nation's food supply l)e affected? Production efficiency of the 
family farmer and general affiuence have made food a relative bargain in the 
/rnited States. ♦ ♦ ♦ 

VAUitr vans m\vi( 

' On aA these questions, the symptoms are not encouraging* for the family farm 
systeml A million farms are eliminated every 10 years and Only U.O million 
remain. 

The average farmer today is 58 years old--compared to a median age of 38 
for all Americans in the work farce Young aspirants who would like to fill the; 
retiring farmer's shocks can't get capital. And many wlio start farming Hoon qultr 
discouraged by low returnA and mounting debts. v 
* Tlie contest between the family farmer and the conglomf^rates is, on the sur- 
face, incredibly unequal. There is Tenneco with Its $1.3 biiliou in ansets and its 
ability to employ its own land, tractors, pesticidCH. oil, processing plants, and 
marketing system. On the other side, there is Joe WeiSBhaar trying to bold on. 
WeiHshaar has not quit, but he is jwrjdexed about what it takes to earn a decent 
living farming. ' 
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GOAIi BEACHED 



-Alter 10 years applying the lessoim taught Weiss- 



iiaar last yeair reached his personal goal— the magic circle of 50,000 farmers 
who sold at leak $100,000 worth of farm products and produced one-third of 
the nation's food. . , « 

It waSfcUOt a happy experience.'. . - , , v 

"I figufed I yould have it made when I reached the ?100;000 mark,", (in sales) 
says Weisshaafr, 30, who farms 540 acres near Greston, Iowa, "but I ^ded up 
$1,300 furthet In detlt It seems like the bigger you get, the, harden>f%u fall. . 
You depend heavily on credit and with one bad year of hog prices you are in 
deep trouble.^ ^ ' „^ ^ 

The Weisshaars haffe taken only one vacation m 10 years* The family bought 
only one costly item last year, a new refrigerator. Mary Jane Weisshaar, an 
attractive coftege graduate and mother of three ^oung children, paid for it by . 
driving a com-hauling truck in a job that begins at 5 a.m.; . 

"AH that talk in the "cities about free time and recreation?" questions Weis- 
shaar. "I wonder whether We farmers aren't subsidizing that recreation." 

With his credit already stretched to meet operating eaqpenses, including pay- 
ments on expensive farm machinery, Weisshaar must farm leased land, rather 
than buying his own. ^ .4. 

":S^e doctor and lawyer uptown are buying up the farm land m a tax wnte- 
olf and a hedge against inflation," he complains, "When they get done with it, 
there is only one' other place it can go— to the farm corporations;" 

. HJVESmElTT IN XOTJTH ' 

' "This country is going to wake up one day aiid discover that the price of, 
food has doubled," says Weisshaar's banker, Charles Ehm, who worries that 
young men can^ get a start in farming. "We decided to start out flve young 
farmers a year— -a good investment for the bank and for the conmiunity* Its 
not working and" it just tears my heart ' ; '^^ 

"The worst part of it is that they are not *pool hall boys.' They work night 
and day. They are efficient, good fanners. L could name at least, a half dozen 
who will sell out this winter, and they shouldn't have to.fV 

■ Bhin says the family farm will soon disappear unless fannerp get higher 
prices, and the government provides special financial credit' for beginning 
farmers. / ; . 

Weisshaar worries that Midwestern farming veill be taken over by "vertically 
integrated" corporate farms, similar to ones that now dominate California 
agriculture. 

While the Tennecos haven't yet moved into Iowa on the grand scale they have 
spread through California's central valleys, you can almost hear their footsteps. 

Feed manufacturers, processors and other corporations already have taken . 
over poultry production, and are^now applying similar tactics to move in on hog 
and cattle feeding— the midwestem farmer^s besf source of income. 

Kalston Purina Co, a leader in the corporate takeover of poultry, has made 
a*' pitch to Weisshwfr, offering to finance his hog operation, if Weisshaar will 
buy the corporation's feed and grow its hogS on contract. Kememberljjg what • 
happened to the once independent poultry grower, Weisshaar doesn't want that 
kind of partner. He doubts the advertisements of Kleen-Iiean, Inc.; the Ralston 
Purina subsidiary, which beckon him v^ith "Swine Leasing Will Work for You,'* 

* THE PBOFIT CHAIN 

■ . \ ^ " 

But Weisshaar is faced with a dilemma. If the processors and conglomerates 
gain control of hog and cattle feeding, then Midwestem family farmers tvill have 
to get all their income from growing com, v^lieat, and Soybeans. Fanners fear 
f they cannot survive, if their only function is to provide grain for an integratecK*' 
food system in which most profits are taken further up the food chains of animal 
feeding, processing, marketing and retail sales* , * 

"It: doesn't matter whether there are 500,000 of us left or 50,000," says the 
muscular but soft spoken Iowa farmer. "If we are powerless in the marketplace, 
we'll just keep on overproducing and killing each other off." - 

Out of this dilemma, the NFO arose and the Farm Bureanbegan rethinkliS^^ . 
its strategy* Farmers started -turaing up in unmmiliar pfl||^^ith picket * 
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signs at packing plant gates, and With highway harrlcades seeking to bar farm 
products from going to market at leiyjiirices. 

, The NFO plan, fox^saving^h&ifami^ farmeiLlncludes legisl^ 

farming by large conglomerate corporations, closing loopholes that promote taa;- 
loss farming by non-farmers, and providing easier financial credit for. young 
farmers. - 
" But the NFO has little confidence in getting help from a Congress in which 
the farm vote has shrunk into Apolitical insignificance. 

Its basic strategy is to organize farmers into bargaining, blocks of sufficient 
^power to raise prices for tlieir beef, hogs, grain, and otheA commodities. Wh^ 
buyers reCuse to bargain or market prices get too low, the ^FO tries to withhold 
commodities from the marketplace. 

Weisshaar believes that an NFO-bargained contract with the John Morrell 
Co. will mean high prices this year for his hogs and better income to support his 
family. ^ ^ 

**The NFO is the only hope we've got/' he says. "We've got to block toother our 
vproduction and demand prices that will give us a decent living." 

The Farm Bureau »has caUed for relatively, mild legislation that would re- 
qi|ire processors "to bargain in good faith" Tvith farm groups representing a sig-, 
nificant number of fanders. A three-man board, appointed by the president and 
approved by the Senate, would approve the farmer bargaining agents. 

The IJarm Bureau legislation, introduced by Rep, B. F. Sisk (D-Cal,), repre- 
sents, at least in part, a response to the competition of the NFO. ^ 

• - > BUSijgBpS BALKS ■' ' • 

Several years ago the Farm Bureau organized voluntary bargaining associa- 
tions, but learned to its surprise that its old friends and philosophical allies in 
agribusiness were not cooperative. Agribusiness corporations such as Campbell 
Soup Co., Green Giant. Co., Del Monte Corp., and PiUsbury Co., fiatly refused to 
sit down at the bargaining table. ^ . 

Many Farm Bureau members suddenly looked at their prestigious organiza- 
tion in a different light. The Farm Bureau had built a $4rbillion empire selling 
life Insurance and supplies to farmers. But what, asked farmers, had the Farm 
Bureau done for them? 

So John KuhfusJT, IlUnois farmer and Farm Bureau President, went to a House 
Agriculture Subcqanmitte^'e to complain. Agribusiness will not bargain with the 
*F^rm Bureau, he said, but insists on buying from individual,* farmers on "a ti^ke- 
it-or-leave-it basis — a one-^ided process .(Jiiat is getUng more one-sided as changes 
continue to occur in American agriculture." * ' 

Still another approach to increased farmer^ower is taken by advocates of 
giant cooperatives,' which already are powerful in the dairy ^ndustry and in 
California citrus. The coops believe farmers must compete by creating their own 
vertically integrated systems^f production, processing and marketing. 

Th6 giant dairy coops alsoS^ek to win higher prices under government-ap- 
proved marketing orders by exercising political muscle In campaign financing. 
The dairy cbops already have poured $170,000 into a 1972 Republican cainpaifi 
chest for President Nixon's re-election. 

"Agriculture is acting a great deal like the buggy whip industry acted at the 
, turn of the century," says Erie Thor, director of the Agriculture Department's 
Farmers Cooperative Service and an advocate of giant, integrated coops. Ini^ead 
of trying to reduce costs and. sell cheaper buggy whips, says Thor, that outmoded 
industry should have become a manufacturerf of fan belts or air cleaners. 

Similarly, Thor says "the family, farm could disappear" unless ^farmers com- 
pete collectively as processors and marketer^ of food. He believes farmers are 
wasting time concentrating all their energy on production efficiency, at a time 
when food industry profits are controlled in food marketing. 

» 

V COOPS bio'too 

, ■ 

' Some farmers complain, however, that the "super coops" iiave" become just an- 
other kind of congiomerate giant from which they get fe^ benefits. For example, 
Sunkist Growers, Inc., which dominates 80 per cent of California citrus, is a 
many-layered, pyramid-shaped corporation. Small growers are at the bottom. 
Contrary to general knowledge, the processors at the. top of this "super coop" 
include major private ^corporation as well as farmer-owner processors. Critics 
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contend that decisions are made and profits are tftken at the top of the pyramid, 
with too little consideration paid to the econoujic interests of thecal! grower, 
— Ibwairarmer Weisshaar4&n6t-eager to have bis interests buried in«uch coop^t 
"If I wanted to go inj^o something like tbalt,*' he says, "I would have gone into 
meat packing or the grovery bushiess. i like being a farmer," 
Tbe various plans of farm groups to save the family farm face an uncertain 

future. "/ ' i_ 

JTheir legislative and organizational prcfibeefes are seriously weakened by tra* 
ditionaX divisions in their own ranks. The NlID is suspicious of the Farm Bureau 
and is itself distrusted as too "radical" by otner farjners. The National Farmers 
Union, which represents midwestem grain producers, has its own legislative 

goals, ' :> , ^ 

Other Amiers, including cattlemen, fearlhat mandatory bargaining— a Farm 
Bureau proposals-^will merely stimulate further vertical integration by the con- 
glomerates. Faced with the prospects of collective bargaining, giant meat packers, 
canners and sugar refiners may respond by growing even more of their own raw^ 
food moffeerials. ' 

It is difficult to desigiTOgislation tameet the differing problems of Iowa com 
producers, California fruit grqwers. ^ 

Furthermore, the agriculture committees of Congress are confronted with 
new conflicts of interest. In the past, these committejBS had little trouble satis- 
f ying'both big farmers and corpdrate food processors. 

The big farmer an^ congloi|ierate both benefited from farm subsidy payments, 
a cheap labor supply, and foreign aid food programs, , 

But now the Senate, and House Agriculture Committees are faced with diffi- 
cult choices— resolving ^new conflicts between Independent famvgrs^and the 
corporations. Agribusiness, led by the National Canners Association, National 
Broiler Council, and the American Meat Institute strongly oppose bargaining 
legislation, , ^ ^ j.^ 

Th€se committees give considerable weight— as do many: economistSr— to the 
agribusiness argument that farm commodity prices are determined on a day-to- 
day basis in a highly competitive world market and that rigid bargaining legisla- 
ion might well weaken tl>e ability of American agriculture to compete in world 
trade, a» 

They are concerned, too, about maintaining the vigorous competition that now 
Exists among food processors who fight for position in retail stores and who seek 
to satisfy shifting consumerypreferences that of ten are geared to price Processors 
want to retain this pricing flexibility and fear the rigidities that could come from 
enforced bargaining. . 

MANY LOBBYISTS 

In terms of effective political power, 200 Washington lobbyists representing 
the food industry are far more infiuential than fanner lobbyists^ Food proc- 
essors have plants scattered all over urban America and can appeal to urban 
4is well as rural Congressmen, For example, the Grocery Manufacturers of 
America maps out its legislative campaigns with charts showing the location 
of food plants in each cdngressional district, 

"Most members of the agriculture committees wish this farm' bargaining 
issue would just go away," says one agribusiness lobbyist. "Whatever they do, 
the politicians figure they will make one friend and six enemies." 

The Nixon administration also feels and reflects the conflicting ^pressures 
from farmers and food manufacturers. The administration has tentatively 
supported the Farm Bureau Bargaining bill. But a^igh aOministjation source 
confides: - 

"The White House owes a political debt to the Farm Bureau, but we aren't 
very enthusiastic about this legislation. If you look at our proposed Qualifying 
amendments, you'll see therereally isn't much left." ' ^ 

The political disputes and manuvering are still largely regarded ^by con- 
sumers, urban politicians, and the news media as intramural issues involving 
"the farm problem." 

But the broadest issue involves the future shape of America and of its rural 
communities, ' r 

Tliere is the strong, compelUng desire in rural America to maintain the 
family farm and the small townyr 

Jo^ Weisshaar questions Whether a way of life his family loves will be 
replaced by another industrialized system, administered by the forces of big 
labor and big industry, . 
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And migrant farm Workers, struggling to organize, question whether jW)Clety 
does not have some obligation to help the lowest-paid worker 35^0 « being 
-replftced^brma€l|ine&.— — - — — 

, WHY BIGNESS? r,^^^'^ 

Creston banker Oharley Bhm asks: "Wr^nf^hlTcountry so obsessed with 
bigness? Why can't a young fellow farm 300 acres jind make a llvlnjg? We 
need to replace the economists tind corporate planners with someone who has 
a concern for human beings." ' 

Bven assuming that industrial agriculture can be more efficient, Don Paarl- 
ber^r, the Agriculture Department's chief economist, says : "People are asking, . 
whether in as affluent a country ^the United, States, efflciency should be the 
sole criterion for the form of agriculture we are going to have. We now supply 
ourselves with fpod— fhe best diet ever, anywhere, with 17 per cent of our 
income. How much is it worth to drive that percentage down to 16. or 12 or 10? 

"Should we sacrifice a form of agricultural production that has served us 
well, that has produced good people as well as good crops and livestock?" 

Paarlberg had no answer for the question. 



) 



TJ.S. PoijccT-IElAicDouirirs Small Fabmeb . 
(ByNickKotz) 



Tereso Morales has struggled all his life at the bottom of the richest agricul- 
tural system in history. Since he was nine years old, he 1ms stooped in fieldi^ from 
Oregfon to Texas, harvesting wealth owned by big farmers, retail food chains, 
canners and now, . by agribusiness conglomerates. 

. Morales, 36, l^i still breaking his 'back in the fields, but with new purpose^ Hi? 
mind is now fired with a dream at sharing in some of the riches of American 
agriculture. He has joiied with 30 Other migrant workers and small farmers 
to grow s.tra wherries in Watsonville, Calif. He hopes to earn $10,000 a year to 
raise his ll-member family in someplace other than a labor camp or a big city 
slum. 

The 31 families of Cooperativa Compe^ina in many ways symbolize the prob- 
lems and aspirations of 13 million*''pootf rural Americans. They are among the 
1.5 million small farmers and more than one million migrants who now work the 
land at far less than poverty-level incomes. They contribute to national statistics 
one-ftalf of the nation's poverty and substandard-housing. 

The cooperative movement may give 9ome of these people a way out of poverty* 
But the odds on their success are small. ' ' 

They are competing-— like the '^family farmers" of the country-— against power- 
ful, efficient and aggressive "agribusiness" corporations that have moved into 
American agriculture on a large scale. . 

Morales and- the other families of Cooi)erativa Compesina, for example, are 
competing in the Cafifomia strawberry market with Tenneco, Inc., a $4.3 billion 
conglomerate corporation, ^^nd with S. S. Pierce Co., which both grows and dis- 
tributes its own brand of premium-priced foods. 

They are competing, in a larger sense, with political fotces that have shaped 
federal agricultural policies in ways that favor the largest find njlfwrt: efficient 
interests in agriculture. * / . 

For more than 35 years — ^to take the most obvious case in point — ^American 
industrial workers have been represented by i)owerful plabor unions that; have 
secured minimum wage legislation, unemployment compensation, child* labor 
regulations, workmen's compensation for injurtfes oh the job, collective bargaining 
right and so on. Farm workers, like Morales, generally enjoy none of these rights 
and benefits. 

UNDERCUT BY GOVERNMENT 

When the United Farm Workers Organizing Committee, ledlby Cesar Chavez, 
sought to achieve some of the same benefits, government^ responded by under- 
cutting the movement with policies permitting employera to Import cheap lattor 
from Mexico and Puerto Rico. When Chavez and his union sought to gain bar- 
gaining rights with a retail boycott of gi'ai)es and lettuce, the Defense Depart- 
ment increased its purchases of grapes and lettuce. 
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At the 8«ime time, the government has continued its subsidies ta large farm 
operations through the provision of low-cost irrigation water, the development 
of labor-displacing machinery and generous tax laws. 

The U.S, Department of Agriculture, through Various policies and actions, 
has discouraged the development of cooperatives for low-income fanners on 
grounds that the industrialization of agriculture and the elimination of stoop 
labor is in the interests of both country ♦ ♦ 

"Government," says James Hightower of the Agribusiness Accountability 
Project, a foundation-financed operation, **has provided socialism for agribu»lne«« 
and free enterprise for the small farmer and farm worker/* 
. The problems created in "rural America^' by these policies have prompted 
politicians and presidents to come up with new programs and new rhetoric to 
"save" the small towns and the small farms, of the country. There have been, 
in recent years, "wars on poverty," "rural development" schemes and concept 
of "balanced national growth*. But thus far, the powerful and impersonal forces 
of corporate agriculture have been the dominant factors in the changes mveeping 
the farm economy. ^ 

TKEND BEVEBSEBS ABSENT 

The measures that might reverse the trend-HStrong farm worker labor unionSi 
generous subsidies to small cooperatives, the redistribution of land from corpK)- 
rate farmers, to individual farm entrepreneurs — have not been undertaken. 

What is happening In American agriculture — bigness concentration, and- the 
efficiency these things produce — maybe good or bad for the country in the long 
run. But the implications of these tendencies transcend the question of whether 
Tenneco, Inc., i&r Tereso Morales will harvest strawberries in California. Thefte 
implications include the following : J ' • - \^ 

The future shape of the American landscape. Already in tnis country 74 per 
cent of the population Uyes on only 1 per cent of the* land: If present trends 
continue, only 12 per cent of the American people will lijie in communities of 
less than 100,000 by the 21st century — 60 per cent will'l^ living in four huge 
megalopli and 28 per cent will be in other large cities. 

Rural life, already seriously uftdermined by the urban migration, will be. 
further eroded. Today, 800,000 people a year are migrating from the country 
side to the cities. Between 1960 and 1970 more than half of our rural counties 
suffered population declines. One result is the aggravation of urban pathology- 
congestion, pollution, welfare probl^s, crime and the whole catalogue of cen- 
tral city ills. » ' 

The domination of what is left of rural Americd. by agribusiness corx>orations 
is not only accelerating the migration patterns of recent decades b'ut raises the 
spectre of a kind of 20th century. agricultural feudalism in the culture that re- 
mains. , * 

In response to this vision of the future, the federal government in the lOOOs 
undertook limited measures to stimulate the survival of the small farm and the 
small towns of America. The antipoverty programs administered'by the Oifice of 
Economic Opportunity t<fuched the problem in certain ways. 

• A BTABT THBOTJOH OEO 

Tereso Morales, for example, learned to r^ad and write in an adult education 
course sponsored -by OEO for ndgrant workers. He learned too, that he and 
other farm laborers might earn a living growing high-value fruits and vegetables. 
So he persuaded three of his OEO classmates to join him in putting up $500 apiece 
to launch Cooperatlva Comppsina, with Morales as president. 

Working from sunup to dark in the coop's 140-acre leased fields. Morales has. 
little time or patience to talk with visitors about abstractions. He. Is laying several 
mijes of irrigation pipe, and supervising the leveling of Irrigation ditches. It is 
an exacting job. If the irrigation troughs vary by more than one inch in 100 
feet water may slop over and mildew the previous strawberries. 

The dream or heartbreak at the end of this labor will come next year. If all 
goes well, each acre of strawberries should produce gross sales of about $9,000. 
Then the cooperative will find out Tvhether corporate competitors attempt to frus- 
trate its marketing plans. - 

"In a good year I could earn $5,000 as a migrant," relates Morales, "but that 
meant traveling for 12 solid months. "It's very hard on the fai^fly. How are you 
going, to do that and raise nine kids, send them to school, .give them a chance? 
You can*t keep running fore^r. Vm not moving anymore." 
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y KBTiD TO yAMILT 

' The coordfnation of cooperatitf^ fanriinj? iH no easy matter, and has produced 
some failures. Ooox)eratlva Compesint diVTHes up land and profits on the basis of 
family size and family contributions to'^'ork. Its members so far are sticking 
together* 

"We want to benefit our community and ilo all we can to exist," says Aiorales. 
"Our members are not afraid to work. With what we have to go back to, this 
looks pretty good." 

The coop got its crop started with a $100,000 loan from an OEO-funded con- 
sulting firm, and a $150,000 loan from the WeJls Fargo bank. When local growers 
tried to block the loan a local Wells Fargo official reportedly told them ; "You'll 
take your money out of the bank, but they'll bum the bank down. What am I 
supposed to do?" * 

Despite the indirecfassistance from 0E0» the federal government-— and par- 
ticularly, the Agriculture Deparimentr-haltMjone little to assist Slorales' coop 
and similar ones that are being started by blacks in the Houth and whites in 
Appalachia. 

TUBNErt DOWN BY TUK . ^ 



The Farmers Home Administration turnecLdowTi Cooi)erativa Compesina's re- 
quest for a loan. 

"The loW'income farmer problem is not ^rsonally my cup of tea," says Homer 
Preston, deputy administratolr of UBDA's Farmer ('ooi)erative Service. "Our con- 
ventional coops are not exactly enthusiastic about them. They flon't have much to 
offer except labor and it is less inujortant today. Thc^ije i)eople were cotton 
choppers. ^ 

"They're tied in with idealism awl civil rights, and a lot of romanticism. The * ' 
pupose of cooiKiratives is not to keep mass numbers in farming but to help those 
who remain. You can't go against market trends when everything else points to 
bigness." ' . . 

Although the conventional co-ops were started by struggling fartaa^ of yester- 
year, they today essentially represent big business -and seek fanner members 
who can invest in processing and marketing, 

In the course of assisting "bigness," Preston says the FCH is helping merger 
«negotiation between the country's two largest dairy "sui)er co-ops," which Iw^- " 
tween tliem control about 40 percent of the iluid milk supply. 7 

When he came to Washington seeking management training assistance for 
100 low-income southern co-oi)S, says Father A. J. McKnight, FCH advised him to . 
Seek help from a private foundation. 

"The USDA programs ha?ve favrtred the big commercial farmers and have" 
deliberately tried to eliminate the small family farm," said McKnight, referring 
to research siwnsored by the Agriculture I)el)artnient and land g/innt colleges. 

At a time when poor Southerners are starting to earn a living growing labor- 
intensive siKjciality crops like okra, tomatoes, sweet iwtatoes, and cucimibers, 
McKnight said, tJSDA is developing strains of the same vegetables which can be 
harvested mechanically. . ^ 

'I TOUGHER STRAWBEBRY - 

Similarly, govt^nment-backed research at the t^niversity of California is devel- 
oping a tougher variety of strawherry — with a primary emfihasis not on flavor 
or nutrition,, but on its ability to be shipped and picked by machine. 

"When I ai^ked about the effects of that strawberry picked on migrant workers," 
says Alfred Navarro, a consultant to Coopeirativa Compesina, "the Extension 
Service guy aaid : *AU I worry aliout is the economic part of it. Let the sociologists 
worry about ThatV * . - 

"Mechanization is a fact of life," says Navarro, "but the field worker can't get 
the macliine. Who deals with the social effect of these machines? The Agriculture 
Department has got to be responsive to more than one S(»ctor of the rural economy." 

The 'clash of farm worker and grower has been highlighted in recent years by 
the rise of 'Cesar Chavez's United Farm Workers Organizing Cominittee; 

TJFOC's major successejs to date have been in winning contracts from the new 
conglomerate farmers, who have enterecl Califonda fruit and vegetable farming. 
Primarily because they fear boycotts of their AutKonally branded products, the 
conglomerateij say, they Jjave signed contracts while most large independent 
growers have not. 
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In the Salinas Valley, for example, four of five contractu won by the union 
*re with national flitos: Purex Corp., United Brandjs, S. S. XMerce Co., and 
Heubllnl Inc. . . ' . 

Meaijwhile, the lai^est Independent growers are still bitterly resisting the uiiion, 
and seek state or national legislation that would restrict its activities. The 
growers want a law that would prohibit strikes during harvest season and the 
secondary boycotts by which Chaveas hag api»oaled to sympathetic consumers. 

Th* outcome of these battles ovet agricultural wealth could be an industrlaiiased ' 
system of conglomerate farmers and of unionized labor. However,' Chavex 
so far has.organized only a smtll percentage of California migrants, and otm 
the«e victories are fragile onea, subject to negotiation in a year or so. V • 

Chavei' ultimate goal is to win economic independence for migrants by creating^ 
cooperatives such as Cooperativa Comi>esl«a. / 

They could be helped Ijy a new system of crop subsidies, which base govern- 
ment assistance on economic need rather than on acreage. 

Present subsidies, theoretically aimed at controlling overproduction, go mainly 
to the wealthiest farmers who own tfce most land. But John Schnittker, Under 
Secretary^ of Agriculture in the Johnson administration*, arguea that subsidy* 
payments for wheat and cotton are far larger than those needed to control aur* 
pluses. A substantial part of these subildies, says Schnittker, simply provide 
income supplements to the wealthiest farmers. ' . 

Some reformers argue that the small fanner can stlU be given a place in 
America if the government brings about "land reform,'' including enforcement' 
of the 1002 Reclamj^tion Law^ 

This law originally was designed to protect the small farmer. It provided 
that government-irrigated land could not be owned by absentee landlords, and , 
that no Individual could own more than 100 acres of governmentirrigated land. 

The law has never been enforced. In California ftlone, corporate landholders 
continue to occupy and benefit from more than one million acres aubject to thet 
100-acre limitation. 

;Hep. Jerome Waldle (D.-Callf.) and others hkve proposed legislation by which 
the government would.buy this Illegally-held land, and then resell It on generouf 
credit terms to small farmers and low-Income cooperatives. 

. Unless present trends are rever»ed, tiie ultimate cost of tbe neWeonglomerate 
revolution in agriculture will be paid by the small towns of tlie Midwest aiJu 
of California. . 

CAIXBD WSASTltOtrS ^ " 

Jack Molsbergen, n real estate man in Mendota, Calif., deecrlbfts as "dlsaji- 
trous the effects o^ conglomerate- farming on SI^ town 1« the western San 
Joaquin Valley. ^ - 

Conglomerate farmers such as AnQerson Clayton and Co., tlje country^'s 185th 
largest corporation with 1070 sales of ?030 million, contribute little to the locaj^ 
economy, says Molsbergen. Tim conglomerates buy their farm machinery and 
supplies directly from the factory and their oil directly from the refinery, he 
says. 

When Mendotji^ tried to build a hoj^ital several years ago, says Jlolsbergen, 
Anderson Claytori^ and t\vo other largo corporate landowners blocked the proj- 
ect, because it would increase their property tuxes. 

UVES ELSEWHERE * 

"Tiie,guy' who made the dedsion for Anderson Clayton lives in Phoehix," 
expla^ps Molsbergen, "and If you live in Phoenix, you don't need a hospitAl 
in Mendota. These corporate guys don't go around with a Simon Legree mus- 
tache. They are nice men. It's just the way things arc." * 

Agriculture Department economists do not see any future for the Mendota, 
Callfornias, of the country. * 

^ "Tliese towns represent the unfulfilled dreams of the people who went there," 
says USDA economist Warren Bailey. "They arc going the same way as the 
neighborhood grocery. People want to shop where they bave a choice. With air- 
conditioned cars and good roads, they choose to do their shopping In tbe cltle«. 
Iowa really doesn't have room for more than 12 regional centers. Ttx^ small 
town win remain only as a pleasant place to live." 
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M matters now stand, Jthe Hmall towns will dTfe and the istoall fanner And 
farm worker will be replaced withbut any of the attention and national debate 
that has foteussed on other eclJuomic disruptions. ^ 

LOCKHEED OONTRAOT f 

There is a marked contrast between jiEktional concern shown over the economic 
problems of a Lockheed and over the tiroi)lemrf"of 150.000 small North Carolina 
" tobftcca fanners, who soon will be displaced by a new tobacco hafv^ester. 

Woodrow Ir. qinsburg, research director of the (Center for CoQ>munUy Change, 
contrasts that concern : f ' • \. * , 

"When tens of thousands of scientists and skilled technicians were thfceatenod 
with loss of Jobs in the aerospace industry, a host of industrialists, bankers, and 
others besieged Congress for large-scale loans and special legislation. 

"But when even larger numbers of work'ers are threatened with loss of jobs 
in the tobacco imlustry, scarcely a voice is raised. WhAt corporate execiigve 
speaks for such workers, what banker pleads fojr financial aid for them, ^at 
congressman or state official calljj^i^nyhis colleagues to enadt si>ecial legis- 

Gin^urg believes no voice is heard bectfuse America lacks **a national niral . 
poli(5y that considers the needs and aspirations of the majority of j;ural AmerU 
cans— farm workers, siuaU fanners, small Independent businessmen and the 
aged." V 

. "The farmhouse lights are going olut all over America/* says Oren liCe Stmley, 
president of the National FarmeOrs Organization. "And every time a light goes 
out, this country is losing something. It is losing the precious skills of a family 
farm system that has given this,<jountry unbounded .wealth. And it is losing 
free men." . ' 

iSeiialtor Stovenson. You did not iiryotir stateincut address your- 
self to the ai)plirttbility ofthe aiititriust laws to corporate f amiiiig and 
vertical int<^grat ion in the food business. I think it might be helpful 
' 'to the subc<munitte<^ if you or your staff could give us the teiefit of any 
opinions you may Imve on the applicability of the antitrust laws 
either on the enforcement end, or on suggested change's in those laws 
that, might inako them appropriate to cope with the problems that ' 
you are concerned with. , . , 

Mr. Fraziek. Very well, sir. I am not a lawyer. I can coimnent only 
. briefly for the momenjb and then t will be happy to ^york with your 
-staff as you suggest in the future. Briefly stated, it is my impression 
that S(»ctdon 7 of the (Dayton Act prohibits the acquisition of stock or 
assets of one c6ij)oi:ation by another when such an action would tend 
to lessen competition. 
In the Shennan Act, in section 2, 1 believe the thrust of the k^gisla- 
• tion is to prohibit nu>noi>olii5ation or attempts to monopolize. For one 
tiling interstate commerce must l)e present of cours<> and then it ap- 
ix»are that some proof of monopoly or attempt to monopolize must 
be a matter of%ct or a matter immediately ait hand before action may 
taken. . 

So, our concern could be summarized in this way right now. We are 
not certain but some of the corporate actions in recent years could well 
be examined from a legal standpoint but knowing that this basic • 
legislation was direeted primarily td bther corporate endeavers out- 
side the iield of farming, it is at least our attitude at the moment that ^ 
it would b<5 well to consider an amendment to this legislation that would 
deal 8i>ecifically with^this question of corporate fanning. This is what . 
we ho)[>e to bring before you. \ * 

Senator Stovknson. tthink it would be helpful. I am not askinj^ you ' 
to do this now but if yowv lawyei^s could give us any ideas al)Out hov& 
the antifcxnist laws should l)e changed ^ve^ would like to have it. 
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Why did Ealston-Purina drop out of the egg and poultiy j^roduc- 
tion busvK?s8? Was it because of tough competition and, if so, was 
ittrom corporate prochicers of eggs or was it fij?mi)etitio;i from the 
little ffeUows, the small farmers? ' " 

Mr. Fkazikr. I can only swculate, sir. My information is based upon 
this vory intelligent and detailctl accounting of interviews with the 
top executives of lialston-Purina by the editor of Broiler. Industry, 
The sense of the discussion %here would indicate that they had lost 
mone^ on broilers, or at least that it did not measure up at all Avith 
tlie corpoijate gains in their other fields, • 

Eggs, 1 gather from the statement, are still a profitable operation 
for them. Nevcrtlieless thev are making theT decision 'to sell the egg- 
producing facilities, ^ 

Senator Htevbnson. I thouglit you said they dropped out of the egg 
I)roduction, d 

Mr. PRAZIER. Yes sir—according to the story they also will offer, 
their egg production facilities for sale. - 

Senator Steven'SOn. Wliat would youpy the principal problem of 
the small farmer is, or the difficulti(^aced by a fellow who want6 to 
acquire a small farm? Is it the price of land now and, if so, is it partly ^ 
a prol)lem of obtaining credit with ^v^htch to buy the amomit of land, 
and the ecpiipment that he needs to farm ^Successfully ? 

Mr, VuAzim* I think it is a combination of these few very heavy 
factors. I come f rofla north Miasouri, My parents are 80 years of age— 
jthey are still on. the farm and still active in fanning. I have an int«r- 
est 'in the farming operati<m. In my home Gommuriity, of the eight or 
10 fanning operations I have kno\vn w^ll for nearly 40 yeai^s, every 
one of them is op'erated by a man oetween 60 and 80 years of age. 
Young men today must either "many it or inherit it,^' as they say 
out' in the comtfry, They^ simply cannot proceed in the old-fashioned j 
wav of lx)rrowing nioney to start fanning, 

trfind is capitalized at a higher level, the tax bunlen has increased 
by ftii tjercent in the last 5 years, the cost of maehineiT, chemicals, the 
cash outlay for oi)eration now is something that must he met annually. 
The oldT-fashioned concept of family lal)or and aasistauc^ by one 
another in the family in rtnming th(»"farm is a thing of the past--of 
course it still |pxistsMn some few famijy farm operations but it is 
becominginorf of a rarity. It is hard for'the young fellow to use it to 
getstarteiL * \ / ' 

We were pleased, for example, with your re(»ent actions, to modernize 
the fann credit authority and authorizi^ some of the plans that they 
have in niind* I know this will help some in making more credit 
available to the young farmers. . ' 

fTust recently we noticed a story of one of our outstanding farmers 
in southern Iowa, lie publicly stated that at the age of 45 lie thought 
he had reached the level of production and success in this world that 
he had looked forward to as a young fellow. He is a graduate of Iowa 
State (^ollege, a very capable farmer, typical of a good family farm 
operation. 1I(» sold a hundred thousand dollai*s wortfi of products last 
year fnim his farming settip. At the end of the year he was $1,300 
l>eliind whercyiie stood at the first of 'the year in his*l)Ooks, s 

In other words, the pressure of the cost of operation today is simply 
not matched by the price structure on our major commodities* 
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We have 90-cent com in the com belt as you know and many o^her 
commodities are priced accordingly. Tlie fanners are not going to be 
able to make it in these family fanning size units in this currept eco- • 
^nomic battle. If it continues, on into the future; something will have to 
give. ^ 

I might be able to comment for a moment and be helpful on the " 
question that you raised ^'ith Professor Gates a moment ago about*he 
availability or data. I have undertaken recently to see what we could 
^ther that would adequately portray the position of c|rporate farm- 
ing in this coimtry today. In the reports of the agricultural census l(eo- 
pler-and they are very cooperative, fine people to y ork with-^you find 
that their data are broken down largely by categories dealtng with 
those corporat<5 setups of 10 share holders or less and those corporate 
outfits with a larger mmiber of share holders. Now this is mxderstiind- 
able that they can publish only limiteddata I presume. 

When I go to tie IRS I find thattpublications of corporate farm 
data are lumped in with a category catamonly called agriculture, fish- 
eries, and forestry. A few years ago in the Department of Agriculture 
we fejt the need for data along theTi^j*vve are talking about. We went 
out to the ASCS Coimty offices, undwt^in^ to utilize the know how 
and tlie acquaintance of those county committees and their staffs with 
farming in each commuAity ; we were able to gather some roiigh data 
that has since been analyzed by the economic research service ( uSDA) 
and published. This womd be available to you. 
" But in all these cases it has not been possible, at least up until, this 
time, to get data that separates the family farm corporation that has 
been formed as a matter of protection tax-wise and in piling land on , 
from one generation to anotlier, from the data pertainmg to the large 
corporate structures wliose income is primarily from s6me other#ource ^ ' 
but who are incidentally in farming* ^ ^ ) 

I think it is in this field of data in which you are interested: the^' 
•^other witnesses havo.sjpoken of it. If ttere is^one thing.that I believe ' 
you could well deal lf^ith it would be to open this up in some way 
getbetter dataforallof ustoworkwith. | n 

Senator Stevenson. Mr. Frazier, I have heitd sorne complaii^ts 
about activities of the Commodity Oipfedit CorpoTation, the compMiit, 
in general being that at times its sales of surplue^ commodities t^nd to 
benefit the large purchasers of Federal grains at the expnse of the 
small purchasers. The small farmer might not jhave quite th|i same 
opportimity to buy cornj for example^ than largi corporations might 
have. 6 " j 

Gan you comment on thafr? Is there anjr validitjr to those 
complaints? /, 

MX. Frazeer. Yes, sir. From my previous experience I believe I can 
do so without being particularly critical. There are two tvpes of sales 
that are made by the ASCS in the management of CCC) stocks. One 
tyi>e of sale that is most nearly beneficial to 'farm operators and live- 
stock feeders at the local level is the sale that* is made from Govern- 
ment-owned bin sites locally. In this case, the fanner docs have an op- 
portunity to bid on the /jrain— he can obtain this grain. The sales are 
restrii/tcd to those areas m which they hav<? some com stored. Tly De- 
partment in recent years has released not only some of that gnm but ^ 
they have also sold a number of those structures and reduc^ia the size 
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of the bin site operation. So thin opportunity for local feeders to buy 
in the future will be reetricted oomewnat. 

The other type of sale completely bypasses the local market and the 
opportunity of the feeder. It is a large volume sale, generally ma^e 
bjr the managers of CCC stocks. The grain is already stored in the ter- 
minal warehouse type of facilities and in that case the sales are al- 
ways made to the very large grain companies. There is no opportunity 
, for feeders f o bid for that type of stocks. 

Senator Stevenson. Senator Hughes had to leave us. He has asked 
me to ask you a question*for him. He is inteSrested in the difference.in 
attitudes and positions between the American Farm Bureau and NFU 
and NFO on certain questions. ^ 

He said the American Farm IJureau states that "there is no clear 
evidence iftmt large corporations controlled by nonf arm int<*rests are 
taking over agriculture." Can you explain the apparently Offering at- 
titudes between the farm organizations on that question? 
* Mr. Fjiazier. Mr. Chairman, it is only fair to acknowledge that I 
. cannot explain +Jjeir attitu.de. I would conmierit for a moment on the 
attitude of President Staley and all the leadership in the National 
Farm Organization. » 

We are very deeply concerned with the inroads of ihe corporate 
structures in agriculture. We have become, if you please, rather accus- 
/ tomcd to the fact that they are in igtlmost a monopoly position on cit- 
rus and many types of truck crops or vegetable crop production. 

It is fair to say that our major concern now is tlie ijossibility of 
their movement into the livestock iield and the production of major 
gmin crops that are, aft<*r all, the real basis of our major food supply 
m this country. « 

And the last stronghold, incidentally, of the family size farming 
unit that we all kno^v so well mid are so proud of. So, we are quite con- 
cerned. We believe that the si>cod with which the well-financed large 
corporate structure may move in the economy today poses a threat tliat 
should well be examined in the Congress. 

^ Senator Stevenson. You aixi not just concerned about the direction 
in which they may move. You are concerned about the direction in 
which they Jiave nwved, aivn* t you ? 

Mr. Frazier. Yes, sir. Tliey are heavily involved today in truck and 
^vegetable ex'0i>9, fruit crops, broilers, egg production, turkey produc- 
( ti!on— asubstantial proportionof ourfoodsupplytoday. 

Senator Stevenson. Can you /u^ive us s(>ine comments about contract 
I farming, how this affects the little farmc'r as a form of corporate 
farming? ^ K 

Mr. Frazier. Yes, sir,, I will be glad to comment on it. i tliink per- 
hai)s tliere pre some tyi)es of contracting that are quite resptctaWe and 
acceptable when tliose contracts are made by the processors or com- 
panies with producers who are either large enou^^h individually or 
orpfanized in some bargaining grouj) sa that thjjre is tnily a contract 
between two parties having equal opi)ortunity of agreement or 
disagreement. 

This contrasts ratlier 8hari)ly Jvvith the unfair tyj^e of contracting 
that you have when one of these major feed manufacturers may go 
out to relatively small i)eople, encourage them to incur capital obliga- 
tions to build broiler houses or similar facilities. They are first tied up 
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with fir contracfe'encaum^?ing them to make certain capital commit- ^ 
ments, after whicli they have a debt to carry, ami they Imve no hope ' 
of beinpT able to bargain for any chan^ in prices. They are in effect, 
forced to revert to a tyi>e- of serfdom or something of that ^ort, if you 
pleaae, that we supposedly left in Euroi)6 when we migrated to this 
country in earlier generations. * - 

• I tlunk this is })&3b illustrated by the many broiler houses tlmt exist 
today ovelr here in the Delmarva Peninsula. Many of those families 
who first built them and undertook to oi>erat<5 under contracts for the 
l>roduction of broilers are no longer there. 

Those broiler houses stand there as monuments to the failure of the 
whole business.' That is only one example of course, but it is one tliat 
comee easily to mind. 

' Senator Stfa-enbok. Finally, Mr. Frazier, we have askcM our other 
witnesses to commiyit on the activities of land-grant colleges and whom 
those activities benefited in agriculture. Wliat is your organization's 
opinion about the land-prant college system ? 

Mr. Fkazikr. Yes, sir. I will be happy to. I gmduate<l from one 
about 35 years ago in the State of Missouri and have had an opportu- 
nity to l)e in touch with them throughout the course of my career, It 
seems to me, Mri (^hainnan, that your question i>oints rather dearly 
to a balance of the resources and the use of the talents that are fjat hered 
around the land-grant colleges and this is wh^t I have in mind. 

Some of us have long been concenied with the very heavy oonsidera- 
tion given to the proiluction side of agriculture. I presume it is only 
natural but the financial resources, the talents, the know-^how, the 
capabilities of our research people throughout the agricultural field 
for a nnnil)cr of years have been highly commendable in that they have 
\mn able to develop new varieties, new methods, new chemicals, new 
maciiinery. » ; 

They have worked closely with the manufacturer* anU other indus- 
try people and of course this is what makes it i)ossible foVour farmers 
to produce at the rate of efficiency that they can. acconijilMj, today. 
It IS through this incrcfised efficiency that t\m' have been aCle to sur- 
vive at all at the (»urrent prices of our'farm products. 

But in contrast with this fine eijort- on tlie production side we are 
greatly concerned in our organizatn>n that we have not had a similar 
gain' or a similar devotion to dtity^ if you please, in the matter of 
marketing fann products. 

True, we have some research, some interest in cooperatives, spme 
interest^ in the methods of how i)eople go al)out measuring the size 
of grapefniit and counting- how many it will take to fill a box and- 
ship it most easily from Florida to a chainstore in New York City. 

But there is a gi*eat dearth of real talent and effort to assist the 
American farmer hi collective bargaining and similar activity that 
would enable him to get a decent price for his product onc^ he has • 
produced it. ■ ' ■ . 

This is the void in our opinion and this has occurred over a iwriod 
of time. In my own i)ersonal opinion it k this shortcoming that may 
have contributed substantially to th\i inmalance we have today l)e- 
tween our production capability and (hyj ability to sell commodities 
or consume them at good prices. ' 
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Senator Stkvenbon. Thank you, Mr. F^azier, for ai)i>earing this 
morning and contributing to our heftrings. 
Mr. 1 RAziER* Thank you, sir. 

Senator Stevenson. Our next witness waa to be Mr. Kaymond 
Watson, rc>i)rescnting tlie National Fanners Union. I understand Hie 
is getting his cpm in today. 

STATEHEHT OF DE. WEIDON BAETON, ASSISTANT DIEECTOE OP 
LEGISLATIVE SEEVICE, NATIONAL FAEMEES TJNION, WAS& 
INGTON, D.C. 

Mr. Barton. Tliat is right, Mr. Chairman. lie unfortunately was 
not able to make it. He exi)rcsse.s his sincere regrets to vou for that. He 
calM us yesterday; ho said he was in the middle of his com harv^ 
and he could not pull himself away to come up today. 

Senator Stevenson, I am very glad you could api)ear, Dr. Barton, 
as the legislative representative of the National Farmers Union. 

Mr. Bakton. I am Weldon Barton, assistant director of legislative 
service of the National Fanners Union. Mr, Chairman, I have a six- 
or seven-page statement. We also focus on the problem ot the corporate 
" invasion of agriculture. I cover some of the same groujtd that Senator 
Nelson covered. . 

I would like to ask if you would publish my full statement in the 
record, so that I might summarize and hit some of the Iiigh pbints 
at this time. 

" Senator SteVenson. That is fine. Wo will ent<jr your full statement 
in the record. ■ ■ \ 

Mr- Barton. Thank you very much, Mr. Chairman. 

If you look at the situation»in terms of the antitrust law, the two 
basic ways tliat you have corprate concentration are through hori- 
zontal integration and through vertical integration. 

The vertically integrated operation is, wo tliink, the most serious 
threat now facing family agriculture in America.* The reason is that 
it destroys the market system and, as'also has Reen covered this morn- 
ing on a mmibA* of oci'asiouR, it is the vertically integrated opration 
that has made most of the inroad into agriculture at this pomt. 

The most conspicuous example of vertical integration is m poultry. 
A few years ago, broiler feeding in this Nation was in the hands of 
independent family farmers. These family fanners were efficient^but 
as a result of the integration oi the industry— that is, the combined 
ownership of factories, feed mills^ processing plants, and in some cases 
retail outlets— there are no more independent broiler feeders. It is 
entirely, at this point, a cori>orat<> oi>eration. 

About 20 large coriK)rations, including of course Ralston Purina, 
which has been discussed' already, now control poultry production. 
The sniall farmers in tliis operation, in poultry and broilers, are used 
essentially as contract laborers by the coriKjrations. t 

Mr. Chairman, we have additional information on page« 3 and 4. 
ojK)ur statement. We talk about the inroads that corporations liave 
made in the cattle ffced lot operations. In the South, textile mills are 
moving toward control of cotton fanns. Cori>orations control citrus 
f ajiming. They are moviftg into the hog bteineee. v 
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'niift is an alarming dedfopment. It must be halted or it Tvill destroy 
the family farm pattern orapriculturc in thiff country. 

Mr. Chairman, this identification with family agriculture- does not 
anse from some kind of nostalgic appeal of the family farm as a way 
of life. We do not think that family farming should hat retained simply 
because it has been with us since the beginning of the Nation and it 
has been looked upon as a way of life. 

We are convinced instead that the family farm pattern is a^real, 
vialilo alternative to corporate agriculture. You have liich people as 
Kalph Nader and John Kenneth (Jalbraith and others who have been 
critical of corporations in America and their operations. But at the 
same time, these people have said that, given our emphasis on efficiency 
and progress in industry in the United States, we would probably 
have had to invent the corporate pattern if it had not evolved. " 

It is said, for example, that cormtfate organization! is necessary in 
order to accumulate capital and labor and in order to operate efficiently 
and progressively. But Galbraith and others have acknowledged that 
agriculture is dilfferent. 

' I think it is an accident of history to a large extent that we have 
looked upon agriculture as a way of life and have held off the corporate 
invasion to some extent. We can still to some degree today consider 
the issue and look upon whether we ought not, in this* sector at Iea3t5 
stop the corporate invasion and consider some other kind of viable 
economic operation. ^ 

In agriculture, the family farm unit has proven that it can operate 
with maximum efficiency.* Family farmers can secure capital through 
their own farm crodit.system and other sources. Farmers union is 
vitally interested in 8ti:engthening the farm credit system, through 
which independent farmers can get the capital they need to compete) 
%th corporations* 

^^Thcy can accumulate labor through the family unit and with auxil- 
miy personnel during harvest and other peak periods of neecL 

Family farming, in short, is the foundation of a progressive, dy- 
namic agricultural sector. 

Now I am going over to page 6 of my statement where we discuss 
tluw areas in which maintenance of family agriculture and keeping 
corporate agriculture in check serves the national interest as well as 
the interest of small fanners and farm Mm. 

First, \ii terns of rural development : 

This has been talked about this morning. Senator Nelson empha- 
sized it. We would emphasize that if we are really going to accomplish 
rural development in this country, and we hear a'lot about rural devel-' 
opment today, we have to place Ijimily agriculture at the center of it. 
That is, family f ann agriculture is the No. 1 business in rural America. 
• It is also, as a number of others have indicated, the No. 1 generator 
of activity in our small towns, in our medium-size communities in 
^rural areas. 

^ Senator Stevensont. I undi^rstand that on the average every time, 
six family fanns go out of busineas, one community business closes its 
doors. 

Mr. Barto^ Exactly,. Mr. Chairman. This is something that we 
think the leadfers, the Chambers of Commerce and so on in the small 
towns, ought to be looking at. They ought to be lookinjf at the idea of 
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helping agriculture that is helping them, to stay in business. This is 
certamly something that ought to be given more attention. 

Sec^ndly^ we mention here that fairdly agriculture is moi?e coni 
sistent with environmental protection. 

Family farm agriculture is much more oriented to natural resourc«^ 
coMervation than is corpoirate agriculture and its absentee ownera^ 
and managers that Professor Gates ref erf^to in his testimony earlier 
this morning. - • . 

Third, for consumer protection, family agi&culture, by maintaining 
competition among a large number of producers, automatically tends 
to hold down prices to consumers, provided of course that concentra- 
tion in the food-processing industry does not jack up prices before 
theproduce reaches the consiimer. 

Family agriculture is clearly better for consumers than giant cor- 
porate agricul(m-e and the administered prices that the corporate 
pattern brmgf tp every sector of the economy which it dommates. 

As far as -vrhat we do about the corporate mvasion, much can be 
done. Some things a^ being done, we ar#I)roud to see, on the State 
lefel where the corporations are chartered. But we think that much 
more can.b0 done'bn the national level. 
^ For^the rfertiainder of time, I want to brieflly touqji upon two 
areas in which we should have increased emphasis in strengthening 
family agriculture and curbing the corporate my asion : First, stronger 
antitrust statutes and more stringent enforceirient of antitrust lawj' 
and^econdly, more adequate Federal commodity programs for family ' 
farmers who must compete with corporate enterprises. 

On antitmst laws we nped vigilant administration^ of antitrust 
policy against both horizontal and vertical combinations in agricul- 
ture. We think we need it now. - 

It- is clear from experience with other sectors of the economy that 
antitrust action if it is to be effective cknnot be postponed until a small 
number of firms contml an entire sector. Action against econondic 
concentration at that stage is virtually impossible because of technical 
complications and due to the political muscle that such firi^s are able 
to muster to frustrate antitrust enforcement. 

I think this relates to the quotatipn that you had of the Farm * 
Bureau. If we think that corporate agriculture has moved far enough 
we ought to take action now or we are not going to be able to take 
action at all. If we don't act now, if dont have enforcement now, 
if we wait for an even clearer trend or until corporations dominate , 
85 percent of production in particular crops and so on, our experience 
is that we are not going to be al3e to do anything. 

If we are going to move against the corporate mvasion, it must be 
at a relatively early stage. I don't suggest that it is that early; there 
ha re been tremendous inroads at tins pomt. 

Senator Stevenson. The^corporate penetration of agriculture is not 
uniform, by any means, is it? -Has it been much more pervasive in the 
case of fruits and vegetables, and sugar, than in other commodities? 

Mr. Barton. Yes, that is the case, Mr* Chairman. It has moved into 
broilers, into citrus, into some of these areas. But it moves extremely^ 
jrapidly once the corporatipns begin to get into a particular sector and * 
make a go of it. For example, it is moving very rapidly now in cattle 
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feodlots where you are getting more and more corporations in the 
IVCdwest and particularly in the Texas Paai^ 

Iq hog production, with the tremendous cycles that we have had 
between a period of somewhat reasonably prices followed by tremen- 
dously low prices, family farmers are being pressed to the wall. It is 
an area, again, that is npe for corporations to eo in there and start 
making the contracts on an individual basis with small f armere. 

The problem is that when thjs begins it is difficult to stop it, and 
within a period of a rery few years the corporations can control the 
entire sector. ^ . /" 

Senator Stevenson. Do you.have^any observations on the environ- 
mental consequences of f eedlots ? / 

Mr. Barton. I think the environmental consequences of f eedlots 
have been pretty well documented. As you get the very large f eedlots 
spanjiing literally tens or even hundreds of acres, you have no way 
of spreading out the waste materials of the livestock. So you are ' 
bound to have odors aiii runoff from those f eedlots that will tre- 
mendously contribute to ^pollution. 

Now the answer to this, we say, is to keep smaller operations and 
keep the cattle spread out across the land much more, so that you can 
have natural decomposition of waste material. Indeed, this is protec- 
tive and supportive of good* land in that it builds the land naturally. 

Senator Stevenson. They say the f eedlots in the country produce 
more pollution than all of the municipal treatment facilities combined^ 
in the Nation. I don't know if that is true. 

Mr. Barton. I am not prepared to cite a specific statistic, but I. 
would not be at all surprised at that. I would say that it is getting worse 
rather than getting better as you get larger f eedlots. 

Senator Stevenson. I am sorry to interrupt your statement. 

Mr. Barton. That is certainly all right,' Mr. Chairman. I am pro- 
ceeding now to the last page of the statement. ^ 

The prosecution of some key ci^ses of economic concentration in 
agricultural produjction at this timeVW^ould serve notice to other busi- 
ness conglomerates that they cannot concientrate production in farming 
without fear of governmental response* We could, in short, head off 
the trend toward corporate-dominated agriculture before it is too late. 
A One itore point on antitrust enforcement: In agriculture, at least. 
Farmers Union is convinced that action should be taken against big- 
ness per se, rather than wait for explicit action on the part of corpora- 
tions in restraint of trade. • , 

It has been demonstrated conclusively that family agriculture is as 
efficient or more dficieiit than corpq[r^te production umts. In light of 
the other detrimental effects' on tli4 environment, on rural develop- 
ment, or imbalance of population gtowth and so on, from corporate 
agriculiure, action should be taken against corporiate agriculture per 
se. , 

I think this may require some amendment to antitrust law, because 
as the courts have interpreted antitrust laws in this country, you have 
to show intent to monopolize. You can^t really move against bigness 
until you can show explicit restraint of trade. ' 

We think\that we are lucky in a sense that the dedication to farm- 
ing as a way of life has held back the corporate invasion to an extent 
that now we can take a look at bigness per se in the agricultural sector, 
and to some degree there is still an opportunity to move in this area. 
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If it takes amendments to the antitrust law, and it may well take such 
amendments, and specifically related to agriculture, then we ought to 
nave that amendment* 

^ Senator Stevenson-. I have asked Mr. Frazier to look into that sub- 
ject further and give us some specific suggestions about changes in 
the law, and enforcement of existing law, and would do the same in 
your case. 

Mr Barton,. I will be happy to look into the matter with respect to 
specific amendments, and to work with you and your staff on possible 
legislation that Farmers Union would recommend. 

Senator Stevenson. The staff inf orriis me that the lijbrary of Con- 
gress has prepared a study on the feed lot issues we were discussing%and 
I order it placed in the record at this point, together with an analysis 
of corporations by Victor K. Ray "The Corporate Invasion of Ameri- 
can Agriculture." 

(The information referred to follows:) 
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PREFACE 

It is best that here on the froijt end of this report to try to define what it 
is, and wliat I think it is not. <i, 

There has been some rush to get into print because the National Farmers 
Union wants to introduce the subject for study in its young people's program 
that will get underway at the beginning of the 1968-69 school year in 
September, 1968. Thus, it is not a complete study of the forces of change that 
are now at work in American agriculture. In some respects, it only scratches 
the suri^ace. It is what seemed to me to be the most obvious and pressmg 
nature of the realllfcMHuring the middle months of 1968. But one thing is 
significant, I think. iWery where I went- -everywhere— there were evidences 
of the corporate invasion. 

I think it has to be described as somewhat more than my own opinions. 
Although I am sure there are a number of assertions in the text of this book 
that will raise eyebrows of our President, Tony T. Dechant, I think he 
probably agrees with most of it. Anyway, he will be blamed, because he 
started me thinking about tiie problem, ^nd^ contributed a great deal to my 
understanding when we managed to get together between my trips around 
the country to look at things. . 
/ Above all, I havjiJ had the help and advice of the extraordinary staff of 
National Farmers Union in Washington and Denver — ^Angus McDonald, 
Reuben Jolmson, and D^. Blue Carstenson, and many others. 

Contributing to the ideas projected in this book have been Farmers Union 
leaders around the country, some of Whom have testified at Senator Gaylorcf 
Nelson's Monopoly Subcommittee hearings -such as 'Ed^ Christianson of 
Minnesota, Ed Smith of North Dakota, Gil Rolide of Wisconsin, Syd Gross 
of Iowa, Ben Radcliffe of South Dakota, and Ehon Berck of J^ebraska, 

I guess most of all, though, the reality of the impact of this new force in 
agricuhure was developed for me by farmers whom I met for the first time and 
• who felt strongly enough about the matter to spend time with me and talk 
about it -such as Amer Lehman of Colorado, Berge Bulbulian of California, 
and others, 

A good deal of it came out of my own experience, startiitg when I saw 
sharecroppers move out on a higliway in protest during the 1930s, and when 
I saw 27 farm families displaced on a group of farms bought by a feed and 
seed company in Southeast Missouri when I was a boy. During the years when 
I was a newspaperman and farm magazine editor, one area I always liked to 
visit was Northwest Arkansas where many Ozark farmers were going -into 
broiler growing. I thought they were the most interesting, imaginative and, on 
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the whole, the best educated farmers I met. Sometimes they would invite me 
to stay for dinner and served 'good fried chicken, as wtll as stimulating con- 
versation. 

But a change has occurred in recent years. Those families are no longer the 
same. Many of them have left/Those remaining ordinarily don't invite ypu to 
dinner because the wife has gone to work in town, sonjetimes in a broiler 
processing plant. The husband can no lonjger make the living by himself. He 
has been reduced to working for wages. His pay is usually figured on a piece- 
work basis- — per broiler produced. He isn't the same man he was 15 years 
ago, and he knows it. He's tolerated only because, he works cheap. If he giits 
dissatisfied with his lot, the coihpany—sometimes the same one his wife 
wprks for— -says, with a show of regret, goodbye and good luck. Quite a few 
stay on, of course, partly because they have no place to go, and partly 
because of the anaesthetic delusfon that everything js still the saifie, or that 
maybe things wiU get better some day. This saddens me. 

Meanwhile, the same sort of thing is beginning to happen to others. The 
National Farmers Unfon will continue studying the problem, hoping to 
interest others in U» and perhaps devetoping a course of action for America 
before it is too late, 

Washington, D. C. 
August 2, 1968 
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INTRODUCTION 

- * " 

Wc in the National Farmers Union bdieve "the corporate Invasion of 
Anierican agriculture*' by non-farm interests is real. It is leaving behind 
"wasted towns, deserted communities, depleted resources, empty institutions, 
^M^and people without hope and without a future." The invasion it still in the 
beginning stage. Sortie pcoirie see* this trend as inevitalrfe — that it cannot be 
stopped. Not only c<z/? it be stopped, it miiJf be stof^ped. 

i do not believe that wc should concern ourselves only with trying to 
decide what the future of American agriculture is going to fctf-- but what it 
should be. We should not accept any trend as inevitable. Trends are made by 
our public policy, not bom of the wedding of inicrutable and imcontroUable 
forces* What is happening in America is because of our public policy^ — not 
in cite of it, 

I believe we miss the s^iflcance of the corporate invasion if we consider 
it only a matter of the ownership and/or control of theiand.The agricultural 
establishment of this Nation is more than land. People are involved. 

Our democratic institutions grow out of the nature of people who are 
independent, who develop integrity and self reliance, who make their own 
decisions,' who live in communities where neighbor^ share the security of 
common cause, yet have privacy that permits the highest development t)f 
individuals and the family unit. 

What is happening in rural America cannot always readily be seen. Vast 
changes are afoot. In this book, Victor Ray gives us a birds-eye view of what 
V is happening throughout the land. 

* ^ We in Farmers Union believe that it is in the national interest that we 
decide— now— what direction we want to go. And now is the time to start 
doingysomething about it, 

Tony T. Dechant, President 
National Farmers Union 
. Denver, Colorado 
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CHAPTER I 
THE SILENT ASSAULT 

« 

Rural America is being invaded. It is not an invasion of tanks nor of troops. 
It is a subtle invasion, driven by engines of financial an4 political power* 
Indeed, the take-over is so quiet that the very use of the word "invisfon** 
seems fofced and inappropriate, . 

But it is leaving behind wasted towns, deserted communities, depleted 
resources, empty institutions, and people without hope and without ti future. * 
Its power is sti enormous, so impersonal and ruthless, its progres^s so inevitable, 
that it may already be too late to stop it, * / 

The urban society has long since been dominated or surrounded. Reitless 
generals are studying greefiily the weakened flanks of rural America. Arei by 
area, commodity by commodity,'the silent assault moves forward. Ttie^iizer 
divisions of corporate power becoming more depersonalized with each 
celebration of victory - are mopping up the countryside, isolating the social 
and ecdhomic body of America. 

So far, it has been easy, *The disparity of power" is so great, National 
Farmers Union President Tony Dcchant has said. IJow can they fail? 

ft is iirot just the weakness of the agricultural sector that makes it easy for 
' corporations often, subsidized and protected in other sectors of the 
economy™ to take over. The climate of political and social opinwn is warm 
and friendly, and welcomes the invader. Politicians accept the contributions of 
money and influence of corporations, ^and then do their bidding in the 
legislative halls of the Nation. The mass media make heroes of the new generals 
and tell the peasants that the take-over is inevitable. Urbanites do not under- 
stand what is at stake, ' .' 

Nowhere is the misunderstanding - or failure to understand - more 
apparent than in the academic community, *Few professors accept the 'idea 
that urban America has already been captured, despite the alienated residents 
of tlie ghetto, and the crime and the riots. How can tjjiey be expected to 
understand the assault now on rural America? * 

The new persuasion is that it vs perfectly all right for America to have a 
corporate answer to every problem. But what is happening, to use John 
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Kenneth Gajbraith*s ob$ervition, is **thtt we are becoming the sm^a 
tfioiight, as k action, of the machine we have created to scrvqus " Qo 
tions no longer serve us. We serve them. 
' Galbraith has much to say that is accurate about the .corporate scene. He 
is certainly a refinenKnt over the herds of academic economists who gather 
in the shade of our lamd grtrtt universities, flicking flies, bestirring themselves 
only for food and water. Galbraith rightly knows that the old explanations 
are nOt acceptable if the light of new facts. If he is going to have an audience, 
he must update his explanations. And he does—just enough to be bclieyable, 
but never enough to move the audience to action. He observes, with a frown 
perhaps, "Some people are never content." It isy he notes, "a comfortable 
servitude" for most* 

But his abrupt 'dismissal of agriculture because it is not a part of the 
"technostructure" is not acceptable. Indeed, his. entire body of argument 
that things are really all right in our system because there is a **stand-ofP' 
between big industry and b% labor must be rejected. There is no such "stand- 
off.*' If big labor did not exist, big industry would invent it in order to keep 
•the whole structure from tumbling down. And nowhere in the society is dis- 
parity in the contest as enormous as between big industry and agriculture. 
Indeed', agricuhure has all of the qualifications to be a part of Galbraith*s 
**itchnosixuciutt " except power. * 

This is the crux of the problem. 

Agriculture has been systematically denied prosperity in our economy. 

Our public policy has effectively limited the Nation*s expenditure for food 
and fiber. This lias been a decision of the society just as certainly as the 
mininium wage, social security, the intercontinental ballistic missile, and the 
draft. ^ 

The paradbx of our agricultural policy is nowhere more apparent than in 
the monthly parity figures issued by the U. S. Department orAgriculture. The 
May, 1968 report notes that farm prices were at 73 percent of parity. Parity 
is everywhere defined as fair price. Secretary of Agriculture Orville Freeman 
notes in lus book, "World Without Hunger," that 269 million children under 
14 suffer seriously from nialnutrition. Widespread malnutrition and hunger 
can be found even in the United States. 

Tbat the economic sector with the key to tliis problem should be relegated 
to a humiliating 73 percent of fairness is difficult, if not impossible, to 
explain. Yet it is now evidently taken for granted by a majority of our people. 
' It is, to use Walter lippman's term, the "conventional wisdom.** 
, It is amazing how many of the ideas we have about agriculture are wrong. 
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Let u» eximine our ilhisioni; 

Some of these are that we hive t vast government prograni, the purpose of 
which is to serve farmers; that farmers are victims of theix own inefficiency 
and conservatism; that farmers would really be better off if the government 
' . would^get out of agriculture; and, besides, the government is ineffective 
anyway. 

Does our pr^j^m for agriculture serve farmers? At best, it only pacifka 
them. It keeps them from rioting. It certainly does not make them prosperous, 
Half of the substandard homes in America are on farms. Rural children get 
an inadequate education while they are at home, and inelevant training and 
indoctrination if they manage to get into the agricultural college in their land 
grant universities. AH of the services of the society — ftiedical care, dental 
care, community planning — tend to be iriferior in rural arew. And farmers 
have responded to the situation by leaving the countryside as fast as their 
old cars will take them. Rural population has declined 13 million since 
1949. 

We even accept this cruel and costly dislocation of people as being all 
right in our mobile society. At least we did until the result of the over- 
crowding began pushing pressures in' the ghettoes up to. the boiling point in 
the "good ole summertime.** 

One of our illustons is in the form of a calumny that is repeated in various 
'foons over and over^'particuhurly among academicians* They say, **Thc farmer 
could survive if he would only adapt himself to change. He is too conservativ-c/' 

Nearer to iht truth is that the farmer has shown himself to be the most 
adaptable member, the more fearless innovator, in the society. 

The charge that he is conservative arises out of a misunderstanding of just 
what kind of person it tiJces to be a farmer. William Ernest Hocking, a Harvard 
professor, put it this way: 

"He is said to be conservative, and in a sense he is so, for he is not dealing 
with any simple matter of bolts and screws. He is dealing with the sensitive 
balance of forces affecting germination and growth, the most intricate processes 
of nature. He knows only too well that any onlooker can propose an improve- 
ment in his methods, but that not one in a hundred can devise a real improve- 
ment. Hence, he properly distrusts the salesman. But he remains the perpetual 
pioneer and innovator. No implement factory could survive two seasons unless 
farmers were prepared to try out new tools and to devise improvements on 
them. He is an ally of all the crafts and sciences in his efforts to improve the 
art of working his primary miracle of making things grow. 

"There is a great deal of nonsense talked about farming and the satisfactions 
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of farming. It is especially foolish to speak of farming as though it were one 
sort of thing instead of a dozen very different sorts of things, especially in 
North America. It is pecul^^frly silly to talk about, the joys of being *next to 
Nature/ without distinguishing between the times when Nature is a very 
agreeable companion and the times when her storms, her winter rigors, her 
excesses of dryness and wetness, hc5 untamed irregularities turn the best 
plans into dust'and ashes and empty pockets.'* ^ 

If farmers are so ^resistant to change, how is it that they haye outdone the 
rest of society in the "Efficiency they have achieved in production? The per 
capita output in agriculture has increased 275'per^nt since 1940,ic()mpared 
to a 90^pefcent increase of Industrial workers. 'Secrptary of Agriculture 
"^Freeman said: **If we were as far ahead inihe space race as we are in agri- 
culture,'*we would be running a shuttle service to the moon by now/* 

No, something «lse is responsible for the fact that family farmers are 
f relatively worse off in America than other segments of the society. That 
something else is the corporate monster in America, and it is now our master. 
And then, as if that werenH bad enough, tills corporate master has its 
ventriloquial media and educational institutions saying that what is happening 
is.inevitable, that more farmers must be ruined and dislocated and cast aside, 
and then America will be all jpghtv ' J / 

Can anything be done? Yes. ^ ^ ' 

{j:it us get rid of the idea that the government can do nothing at)Out the 
problems of family- fariners. They've got those problems because of govern- 
ment policy. It is a policy that leaves the family farmer at a disadvantage in 
dealing with his neiglibors in the economy--.-the p^ple from whom he buys 
and the people to whom he sells. This* government policy lets investors with 
money earned in protected and subsidized industries compete against the 
^farmer for markets and land. It even rewards this kind of competition with 
tax subsidies. . „ . . ' 

This governnient policy keeps farm prices low in order to" serve other 
segments of the economy and the body politic. This policy gives other^s first 
call on oiir basic resources of land and water. It denies the farmer the same 
right of control oyer his markets that it grants to other segments of the 
economy, thus making.the small the victim of the large/ . 



DoingSomething For Farm ers I , 

^ ^ . - ■• .. . ■ . I' ■.■«.'. 

* ■■ . . ' . ■ ■■ . o 

• America began trying to do iomething that seemed constructive about its 

firm jproblems right after the depression of 1920 and 1921. ^nd the effort 
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has always been put in term$ of "doing something for farmers/' But the net 
effect of all the effort has been more to stabilize the economy than to bring 
prosperity to fanners. To be sure, farmers were trying to get something donef 
^_But iJjfthey hadn't managed to get^the effort roUing, big business would have 
doS^'it forjhem. Curing the ills of agriculture was only incidental. Industry 
had to have it,«=-^just as it must now try to solve the problems (ff the cities 
that have been. created by corporate America—.to save its own skin. Inother 
words, if we didn't have a govermnent agriculture program, big business 
would-^as in the case of big labor --^invent it. ^ * 

There is no active conspiracy in. the sense that men met in smoke-filled 
rooms to plot t^e subjugation of farmers in our society. 

. But the corporate planners, the media, and theNicademic economists are 
consistent in their points, of view. Their harmonious agreement affects the 
family farmer adversely. The situation seems to demand that we elevate the 
meaning of tliis harmony, if not to conspiracy, t^j-aOtive concurrence with 
intent to acliieve this end. Otherwise, the parties to the harmonious agree- 
ment, the concurrence, should diiafTiliate. 

Just who are thtf masters of America? By now, the power has become so 
distributed among/thc parties to the "harmonious agreement'' that the Rev. 
Ralph DaVid Aberiiathy, leading .masses of obviously poor, obviously power- 
less, members of the "Poor Pcople*s Campaign'* in Washington in Jun^^^ 1968, 
r.emarked that he was unable to find'^ljust who the enemy is." 

But Woodrow Wilson said m* 1912: 

•The masters of the government of the United States are tlit combined 
capitaUsts and manufacturers of the United States. It is written over every 
intimate page of the records of Congress, it js written all through the Wstory 
of conferences at the White House: that the suggestions of economic policy 
have come from one source, not many sources • . . 

"Supposc.you go to Washington, you will always find that while you are 
politely listened to, the men really consulted are the big men who have the 
biggest stake the big bankers, the big manufacturers, the big masters of 
commerce, the heads of raikoad corporations, and of steamship corpora- 
tions... \ 

"Every time it has come to a critics question, theie gentlemen should be 
followed as a matter of course. The government of the United States is a 
foster child of the special interests. It is not allowed to have a will of its own.*' 

At the very moment when the second liistoric "march** of poor people 
was being held from the Wasliington Monument to the Lincoln Memorial on 
June 19, 1968, the Interstate Commerce Commission, ten blocks away, issued 
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an order granting raikoads of America another three-percent increaso^in rates. 
This was extra income of $300 milfion a year granted by.goveriunent order. 
The increase was:Drdered despite the oppoation of more than 600 intervenots, 
the New York Times reported, the following ijaorning. Among the inter- 
venors was the Administration itself! One basis of the opj)osition was that 
railroads Were vague about thek specific needs. They jusV tlieir hands put. 

William A. Imhof, a lawyer for both the U. S. Department of Agriculture 
and the General Services Administration, asked^he ICC to c^jj^ct a full 
investigation to ^'determine exactly what rates tnfe^ railroads* did nee^," the 
ICimes said. The railroads had been granted a three-percent increase only 
the previous August 19. The ICC said it was going to investigate for the next 
seven inoriths tfee railroads* original request for rate increases ranging from 
thr^e to ten percent^ 

When,Pre§ident Wsirrenj G. Harding asked Secretary of Agriculture Henry 
d. Wallace (the second of three distinguished Henry Wallaces in American 
agriculture)vt0 'fcall the -National Agricultural Conference in Washington on 
January 23't^7, 1922, he said: 

"It is unthinkable that with our Vast areas, our unparalleled endowment 
of agricultural resources^ our fertility ^of soil, our vast home market, and the 
^ great ability and resourcefulness of our farmers, we should accept the status 
of a distinctly industrial nation. Our destiny seeinsto require that we "should 
be a well-rounded nation, with a high development of both industry and agri- 
* culture, supporting one another and prospering together. It must be, and I feel 
sure it is, the national wish and purpose to maintain our agriculture at the 
highest possible efficiency." 

The distress of agriculture at that time was^ accurately enoujj^, attributed 
to the business depression that began in 1920. Contributing factors were, 
significantly, unduly high frefgjit rates, lack of facilities for intermediate 
credit, and the need for an adequate and integrated warehouse system* Note 
that all of these are extensions of the business system, far removed from 
fields and plains. / ^ , 

Instinctively, perhaps the conferees introduced a slogan: "Equality for 
agriculture." It has been with us ever since. 

The demand for equality for .agriculture cropped out at several pMces in 
the confei:^nce report. The report said: ^ 

^The conference declares that no revival of American business is possible 
until the farmer's doUar is restored to its normal purchasing power when 
'expressed in prices paid for the commodities which the farmer must purchase^ 
and the conference further declares that by right the men engaged in the 
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agricultural field afe entitled to a larger return than they hive heretofore 
, received for the service they give society.*' 

It was a revealing statement, and similar statements are still being made. 
However, several things have changed. The farmer's plight has grown worse. 
And fewer farmers are left. At that time, 25 percent of the population was 
still in agriculture. It was undoubtedly true that no "revival" of business was 
possible until the farmer's dollar was restored to normal purchasing power* 
But now, with only five percent of our population still in agriculture, it may 
no longer be true. The economy is demonstrating that it can absorb the 
.economic and social dislocati9ns that are occurring as a result of discrunination 
against the farm sector. Indeed, one answer to the farm problem has been to 
steadily and mercilessly reduce the importance of farmers in the economy and 
the body politic. It is^like ending an epidemic by burying the afflicted. 

The social consequences of such discrimination are enorihous and are only 
ntJw beginning to be visible. A day of reckoning is ahead in the market place, 
because we are putting the Nation's basic physical resoiurces of land and water 
into the hands of corporations. The necessary items that we caimot postpone 
buying — ^focid and clothing- — are moving into corporate hand?, . 
. The problem 4s not simple, 

Chester C, Davis, a ^jnember and President of the Board of Governors of 
the Federal Reserve System, wrote in 1940: 

"A nation's agricultural policy is not set forth in a single law, or even in a 
system of laws dealing directly with current farm problems. It is expressed in 
a complexity of laws and attitudes which, in-the importance Of their influence 
' on agriculture, shade off from direct measures like the Agricultural Adjustment 
Act through the almost infinite fields of taxation, tariffs, international trade,- 
amd labor, money, credit and banking policy. - 

"... a nation never reaches the time when it can say its agricultural policy 
is fixed arKi complete. Evolution and change are nearly the only constant 
factors, partly because conditions at home and abroad which policy is required 
to meet are themselves constantly changing." ' ' 

' ' • ■ * ' . 

The "Corporate" Answer 

> ■ 

Day by day, we are witnessing changes in America. Worse, we are fre- 
"J^uently reacting to those changes in ways that do not slow down the un- 
desirable ch^ges, but speed them along, 

Walter Hamilton in his book, *The Politics of Industry," commented: 
. "Change comes by stealth; more often than not it gets in its licks before 

. ■ . ■ ^ • . ■ ■ . 
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its presence is detected. Men meet situations which confront them with 
expediences. As the same problem arises and the same answer is repeated, 
they discover they have brought into being a folkway or formulated a policy 
or created an institution; and in timt manners, policies, and institutions come 
. to make up the fabric of a culture." . 

We are welcoming the invader, and building institutional fortresses for him. 

Another depressing reaction to the complicated nature of the problem is 
the thought that once family farmers are swept under the national rug, and 
the whole enterprise is in the efficient hands of corporations, there will no 
longer be any farm problem. 

It is possible that once they have complete control, corporations may 
rather effectively solve the price problem by doing what they do in the 
automobile industry, the telephone industry, and the others^ — simply set 
prices, high enough to pay expenses and mak< profits. But there are enough 
uncertainties remiaining in the business of working the miracle of creation to 
keep the problem of matching production to population with us for some 
J time to come, 

- It might even be acceptable for the Nation to decide that it would be 
willing to pay into corporate coin-operated dispensers the cost of production, 
plus a nice level of profitj for our food and fiber, although that would ignore 
the vast social consequences of the decision. But the tftost disturbing economic 
fact ^hat is apparent is that the corporations aren't as efficient as family 
farmers. Indeed, they are not as efficient at very many enterprises as small 
businesses. Even Galbraith admits this. 

Let us realize at the outset that the corporate answers to our problems 
are often spurious, Michael Harrington observed in "Toward a Democratic 
. Left": S 

, , the American system of inequality has shown a depressing vitality in 
the last two decades. In 1947, the poorest 20 percent of the population 
received five percent of the income, and it held this same fiv^percent share in 
. 1964 (all figures are taken from the Current Population Report of the 
Department of Commerce, the Federal agency assigned to record this federal 
scandal). The second lowest fifth got 12 percent in 1947 ^d 12 percent in 
1964. In short, 40 percent of the American people were held to a 17-petcent 
share of the income through the entire postwar period. The five percent at the 
top got about the same portion as that 40 percent." 

The situation is probably even worse, Harrington argues. The figures under- 
estimate the evil, he^ says, because they are taken from tax returns. And "the 
highest income recipients hire expensive lawyers and accountants in order to 



ERLC 



153 



446 



THE SILENT ASSAULT 9 

conceal as much of their "^wealth as possible, while the rest of the nation pays 
as it goes." 

tet us tdd another to our list of national illusions — the naive belief that 
what is good for corporations (to broaden the statement of a General Motors 
executive) is good for America. 

Too many of our national decisions are made behind walnut-paneled doors 
of the |jte|t corporations. President Johnson recognized this in a message to 
Congress oi$p[^nuary 3^^ 

"It is iii^the, private laboratories and in private board rooms that the crucial 
decisions on new fuels, new control technology and new means of developing 
^ power and locomotion will be made/* 

And he might ftave adoed: Decisions are made in those same board rooms 
to merge giant concentration^ of power that affect the prices farmers receive 
and the prices they and all consumers pay; decisions that result in immense 
pressures on the Congress, government agencies in. Washington (and the 
President); decisions that result in irreparable damage to the land and water 
resources of the Nation; ajtid decisions that destroy forever entire communities 
in rural America. 

If such privately made decisions were being made by stockholders of the 
corporations (as the pubUc relations departments of these corporations so 
assiduously sug^st to the pubUc), it might add a degree of legitimacy to the 
process. After aBv who is to say that stockholders don't have rights? 

Ho weve||^a revealing story appeared in the June 1 7, 1 968 issue of the New 
York Times telling how a task force of the Securities and Exchange Commis- 
sion was trying to develop guidelines that would require greater disclosure . 
to stockholders of corporations* And the Times report Continued. 

*The task force considered— but discarded as impossible to enforce— the 
idea of attempting to make company prospectuses, annual reports and other 
documents more understandable to the average investor/ * 

Corporate America is becoming more depersonalized arid more remote 
even from the people who put up the money. 

Andrew Hacker points out in his penetrating collectioii^of studies in "The 
Corporation Talce-Over" that: 

"The corporation is power — the power of productive assets- — without a 
human constituency. It has interests to promote and defend, but they are the ' 
interests of a machine more than those of the people who guide, and profit 
from, its workings. The managers whp sit astride the corporate complexes do 
indeed have power; but it is the power bestowed on them by the resources of 
the enterprises they tend. Executives come and go, and their terms of office 
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in the tod positions are surprisingly short. But the productive assets remain, 
contimHfUy developing new interests to be safeguarded and new demands to 
^w-^ifiUed/* 

iI#yiPeople are becoming more irrelevant in the big co^|^tions. One third of 
stock purchases are held -fox less than six months.lWre are few on-going 
anstituents of the firms in which they hold shares. SignificAt owners of 
|)rporation stock are frequently not human beings, but other corporations^- 
surance companies, universities, banks, foundations, pens^n funds, and 
invQ^tment houses. At least two mutual funds in New York CSty are special- 
izing in the purchase of agricultural enterprises. 

The New Priesthood 

A. A. Berle has noted that tte trend is toward "self-contained control, 
and management is thus responsible to itself." 

This is the force that is moving into rural Arnerica. It is not asking 
America or the Congress for permission to launch the invasion. It ^ not 
even asking its stockholders, but only its managers. » \ 

Who are these managers? \ 

Nicholas Pileggi identifies them. In an article about the Harvard School op 
Business in the Saturday Evening Post*o{ May 18, 1968, titled ^The Weft^ 
Point of American Business,*' he said: Jf" f 

"Novitiates of a new priesthood, B School students have been trained to 
administer giant corporations, not to own them; to plan cities, not to govern 
them; to organize underdeveloped countries, not to run them. They have 
learned that it is nobler to manage than to possess, bec^ause in administration 
lies real power." 

This emerging reality has important meaning for America. It means w#are 
heading in a new direction. Should not the Nation be consulted befor^^e are 
irrevocably guided onto another route? If such a new direction is followed, 
then it means changes in many of our institutions v/hkh have grown up to fit 
the old landscape but which may now be alien, may wither in the new setting. 

Hacker says this: ^ . 

"... (James) Madison forjesaw the basic pattern which politics would take 
in American society. His main conception was that all citizeHS'^tHild be 
possessed of an interest: He listed property owners, creditors) land owners, 
manufacturers, and several others as examples. Madison was also concerned 
about the interest of those without property; but the propertyless, in reality, 
only become an interest when they organize a party whose aim is to socialize 
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private property 

Is this where we are headed? Our corporate colonizers— including their 
academic apblogists — should tell us. 

. We suggest here that the ii^titutional values of the coloration may be 
inconsistent with the welfare of our society* One area where irreparable 
damage is being done is to rural America. Perhaps the illness of our cities can 
be cured; even^it means;^uilding new cities. But the damage t& rural America 
J- — to a system of free enterprise that protects consumers, and soil and water 
resources that might take a million years to rebuild — cannot be imdone.' 

Attempts are being made to find how far the trend to corporation farming 
has gone. The South' Dakota Farmers Union asked tax assessors in that state 
for a list of ccftrporations owning land and learned, to this surprise of the 
assessors, that 432 corporations owned 1,633,529 acres— the equivalent of 
five medium-ftized counties. 

The U. S. Department of Agriculture has been gathering information in the 
various states on the number of corporation farms. The report was due to be 
ready in the fall of 1968. 

Lane Palmer, the editor of the Farm Journal, reported in the April, 1968 
issue on his study of the corporation farming problem. After traveling over 
the Nation, Pahner came to no firm, conclusions, suggesting an absence of 
alarm on his part. One reason, evidently, was that he believed ao much in 
the virtual indispensability of the farmer who knows the requirements of his 
own particular brand of farming in his particular area. And then Palmer cited 
census figures indicating that the number of farms being operated by hired 
managers was declining — at' about the same rate as the total number of 
fajrms in the Nation. 

Two land grant university economists, Glen J. Vollmar and Everett E. 
Peterson of the University of Nebraska, argued at a hearing of the Monopoly 
Subcommittee of the Senate Small Business Conunittee at Omaha on May 
21, 1968, that nobody knows how many corporations are farming and that 
the effects are not known. They suggested the matter be studied. 

The number of corporation farms and the number of farms with hired 
^managers is interesting. But a nationwide survey is not likely to yield relevant 
averages. Corporation farming has gained its foothold in certain local areis, 
and is expanding its hold from these beachheads. 

The U. S. Department of Agriculture's figures are more likely to deceive 
than to clarify the issue. Its report may be something like a doctor diagnosing 
a patient's loss of his hand in a haybaler with, "IVell, you've only lost fdur 
percent of your body. Look at it that way." 
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To continue with another metaphor, we should not wait until the horse is 
stolen before we try to lock the barn door. What we need to examine are the 
forces at work . « . the tax breaks that city farmers are getting, the interference 
and manipulation of the market that is occurring as a result of integration of 
production and processing and retailing. Then we need to ask ourselves: What 
trend is suggested by these forces? And is this the direction we want American 
agriculture to go? 

Evidence is available now to show what the results of this corporate invasion 
of agriculture will be. Indeed, the results are already occurring. They are: 

1. Consumers are being put at the mercy of a depersonalized monopoly. 

2. A further concentration of political power is being created that is 
causing other problems in the society. 

3. Our natural resources of land and water are hioving into hands that 
arc abusing them and will ultimately destroy , them. 

4. A social and economic reservoir that can never be replaced is being 
destroyed as our rural communities arc being erased. 
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CHAPTER ir 
'THEY INTERFERE WITH OUR MARKETS 

There is grandeur about Denver at dawn. The light descends among the 
towers of the city. Westward, looming close, the great mountains stand, their 
jagged s^ow*<:overed peaks scratching at the belly of the stoneH:olored clouds. 
A cab driver sleeps in front of the Denver Hilton and jumps awake when you 
tap on the glass. ) 

The city is already beginning to move, its eiwrgy stirring, as 3j^ou drive along 
the streets. People are on their way to open doors and valves and switches so. 
that the full flow of conrimerce can fill the arteries of the city. 

But in the northern part of the city a strange silence hangs over the Denver 
Uiiion Stock Yards. Parking areas around the brick cube of the building are 
empty. Few trucks arc visible; there is none of the growl and hum arid scrape, 
nor even the heavy smell, once so characteristic of stockyards throughout the 
Nation. 

Tlircc men stand in the large echoing lobby of the stockyards office 
building, talking desuhorily. They turn and look disinterestedly as you enter; 
ttien continue talking. It is ten minutes until seven and the door of the offlcc 
of the Denver Union.StoCk Yards Company is locked and dark* 

Somewhere a door slams or something is dropped. The sound rattles emptily 
in the caverns of the building. Where is everybody? 

There Is a feeling that a disaster has befallen the world, the kind tliat is 
written about in the science fiction stories . . . a man goes into the streets of a 
great city and finds nobody, because a plague or other catastrophe has de- 
populated the earth. . 

And, indeed, the feeling is well founded. A disaster has occurred . < . in this 
decade, in this setting, in Denver, Colorado, 

I It is a commercial disaster of proportions that have not yet been assessed. 
An invader has struck, leaving beliind the ruins of one of America's great 
commercial institutions. To be sure, the buildings still stand - -but they have 
been gutted of their purpose. TWs was a market, a competitive market, an 
institution that was a foundation stone of the livestock industry. 

Waiting for, John 0*Dea, the President of the stockyards to arrive, you 
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talk to bana Malchow, engineer for the company, \vho has arrived early. The 
story emerges. You have seen part of it written on the large blackboard in the 
lobby. 

The legend says: "Receipts Today." 





Cattle 
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Sheep 


I>enver 


200 
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300 


Chicago 


1.009 
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25 


3,500 
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Sioux City 


5,500' 




25 


8,500 


1,000 


200 cattle? 800 hog 


s? Malchow said. 


"That's right." 





The Denver livestock market has been destroyed. How could it happen? 
You wait for 0*Dea. What kind of man presides over the dissolution of such 
a vast enterprise? It is 124 acres of land, Vtjemendous value in real estate 
alone, served by six railroads and two interstate highways. It adjoins the great 
^lational Western Livestock Show Ground. What kind of man? ... an old man 
who (as they accuse the farmer) is unable to change with the times, an 
impractical man, a fool? 

The thoughts disappear when O'Dea arrives. He is a tall, well-built, sur- 
prisingly young, man. There is vitality about him, and intelligence. 

What happened? ^ 

He does not speak for a moment, searching for the right words. How do 
you tell such a story? "Let's cat breakfast," lie says. You go into the 
restaurant. A dozen men are there, four or five sitting around a table inonf 
corner, two in a booth, another four or five at anotlier table. There is no 
feeling in tiie room of rush to end breakfast. 

*^To answer your question," says O'Dea, "I know you have heard the 
^ * \ story before. The big feedlots in this area are feeding the cattle. We believe 
that 25 feedlots are feeding 90 percent of the supply of cattle, and they deal 
directly with the packing houses . . . There's more to the story, of course. We 
saw it coming. We told the entire story in *Low Man on the Totem Pole' back 
in 1962." And indeed they did tell the story ^ -G'Dea and W. C. Crew, now 
Chairman of the Stock Yards board. 

Knowing what was happening was simply not enough. It is true of the 
farmer, as it was true here. What the farmer faces- and what the Denver 
, stock market faced is a force over wliich there is no effective control. It is 
a coj^rate force, whose productive assets developed, as Andrew Hacker said, 
"new interests" and "new demands" to be fulfilled. 
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What was the strategic significance of this successful assault? 

A terminal livestock market is the only ^competitive arena in which the^ 
farmer's livestock can be sold. This was recognized at least a thousand yean 
ago, when a law was in efTect in Constantinople, designed to preserve for the 
farmers the fullest competition on this market. The regulation said: 

*The butchers shall not go ^ut to meet the drovers who bring their flocks^ 
for sale, in order that they may buy the meat more cheaply, and that due 
profit fall to those who slaughter the sheep and not to the drovers. All who 
are caught disobeying these ordinaces shall be beaten and banished." 

In England they called such direct buying ''forestalling the market" and 
made it* an offense punishable by law. Whatever the term used, it simply 
meant evading competition in the market place., ^ 

In Denver, Crew and 0*Dea stl out the case in theiij/detailed and per- 
ceptive studyS4'he exchange of cattle is between the big feedlot operator 
and the packer* The seat of the power is in the supermarket. And the super^ 
markets.are making enormous profits on meat. 
^ Here's what Crew and 0*Dea said (in 1962) while they were still in business, 
marketing 787,000 cattle and calves that year (they marketed 1,034,000 in 
1956). 

• . The meat industry is now threatened with integratipf\ into a vast food 
distribution^system controlled and administered by. large corporate and 
cooperative chains capkble of administering prices throughout their entire 
spectrum. By such integration, the decisions and reV^ards that were once 
properly the prerogatives of countless ranches, feeders, packers and pro* 
cessors, and myriads of retailers, would be delegated to a handful of corporate 
individuals who evince little, if any, concern for, or re$p(3nsibility to the meat 
industry; or to the overall agricultural economy which makes their prosperity 
possible." 

All that they predicted has now come true, for them. And it is spreading 
like a malignancy to other markets. 

The supermarkets developed "new interests . . . new demands." 

The biggest gun in the supermarket assault is at the meat counter. Red 
meat. This is the item housewives spend most of their money for. It is a fast 
turnover item. In no department of the foo^ industry is the axiom more 
accurate: 

The supermarket is dealing with a producer who must sell, and a consumer 
who must buy. 

Remember this, because we will return to it again. 1 

It is no accident that the corporate invasion wouldr select the food industry 
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itself; and then, probing for the weakest sector, that it would choose the meat 
counter. 

The fifth column on which the supermarket relies is the consumer, of 
whom the food chain spokesmen speak patronizingly as "Madam Queen." 
They refer to her as the* omnipotent and infallible ruler of supermarket 
destinies. In reality, she is their slave. She spends more than $72 billion t yeju: 
for food, most of it in food chain supermarkets. . 

By her allegedly informed and unerring purchase of fqod items on a "best 
value" basis, the supermarkets flatteringly say she effectively sets the price of 
everything she buys, / 

But Crew and 0*Dea said: \ ' r 

"Colorful and romantic as this concept mi ght be, it is paten tly false . In 
reality, the American housewife (for it is she who is the physical embodiment 
of the glorified consumer) is a ^somewhat confused and captive 'purchasmg 
agent,' Food is the largest single item in her family budget and red meat«re 
the largest single item of the food budget. But the prices she pays are 
'administered ' b y the food chains, and her choices largely are pre^Kletermined 
by their calculated merchandising tactics," 

Although Crew and O'Dea said it sooner, they were joined in their position 
by the National Commission on Food Marketing in 1966, In what may be the 
dullest and^ost restrained prose in the history of a subject noted for dullnesi 
and re^ti^nt, the Commission noted with suprising animatton: 

"Consumers are powerfully influenced t)y advertising and persistently pay # 
premium prices for much-advertised brands when products of similar quality 
— sonK^limes the identical product—are available at lower prices, ImpuMf 
buying is common. For some, novelty is an end in itself. Children make a 
number of purchasing decisions," 

The Commission noted that some advertising is misleading or downright 
^deceptive; some piackage sizes and designs exaggwyUc the contents; essential 
information that should be contained in labels is ofteirihard to find, illegible, 
or even missing; package contents may bem odd or non-s10ndard amounts for 
no tehcnical reason, making price comparisons difficult; consumer grade* are 
confusing; etc. 

Far from being 'Hinerring," Madam Queen needs help, the Commission said. 
The situation is so grave that the Commission recommended: ' 

1 , Consumer grades should be developed and required to appear on all 
foods for which such grades are feasible, that are sold in substantial volume to 
consumers, and that belong to a recognized product category, 

2. The Food and Drug Administration should establisti standards of 
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identity for all foods recognized by the public as belonging to a definite 
product category and for which standards are practicable, 

3. Packages and their labels should assist consumers in gaining an accurate 
impression of the contents and in making price comparisons. ^ 

4* A centralized consumer agency shouldbe established in thb Executive 
Branch' of the government by statute. 

'T?!^ reader will recognize that these suggestions only are Concerned with 
introducing a degree of honesty into the practices of the supermarkets. They 
arc not suggesting restraints— except if you consider honesty a "restraint." 

Some of these recommendations have been achieved in the so-called *Truth- 
in-Packaging" bill. If there is any single piece of evidence that should convince 
the American consumer that he is a prisoner,' it is that it took so many years to 
get "packaging" and "lending" legislation through the Congress, which requires 
merely a mcaaurc of truth on the part of the packager and the lender. 

How do the supermarkets manipulate "Madam Queen?" Crew and O'Dea 
continue: 

*The convenience of oie-stop shopping, and of adequate parking space, 
are attractive. Advertising,|an<l the unquestioned operating efficiency of the 
supermark(0 conditions her thinking to unquestioningly accept all-juper- 
markets* claims of 'less for best/ She associates the built-in *maid serviCe' of 
many foods witli the supermarket, since >both became prominent at the same 
time. In any event, when slie enters the supermarket she is a price-minded 
buyer and frequently theappearahce of value seems just as satisfying^ s tlie 
reaUty/' 3^ 

But tlie consumer, under these circumstances,. Crgw and O'Dca mix a 
metaphor to explain, "becomes a man of straw" used^by the food chains to 
excuse, or to explain away, their repreheriisible buying and merchandising 
practices. "Capitalizing on her penchant for 'price,* and her l^cit acceptance 
of all the questionaUie mcrctiandising tactics, sl^ is deified as the ultimate end 
toward which all production, pro*cessing and merchandising activities must 
submit," said Crew and 0!Dea, continuing: • ' 

"Mark this most car efullyrrrfo heart of tliis whole iiiyolyed 

problem. The chains pander to her whims and her hypefr-scnsitivc price 
consciousness, secure in the knowledge that her power at the polls ■reduces 
tlig likeliliQod of ef fective l egislatiyig criticisrn They believe they 

can hold her loyalty only by incessant pricc*emphasis at the expense of the 
• » producer and processor/* 

You would suppose that with the consumer at their mercy, the super- 
markets might on occasion give her a break. Not so. Nowhere was tliis more 
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^ap|)irent than in the food chains* use of tHfe semantically attractive "U. S. 
Choice" grade for beef, both as a basu-^f^heir oNvn specifications and as an 
advertjsifffi gimmick to attract buyers J 
Crew ind O'Dea'said: ' 

**The Choice grade has been so persistently advertised that the impression 
has been created that tliere is no acceptable substitute for it. This is false. The 
Choice grade stan&rds have not been changed materially since 1950 and fail 
\to reflect significant changes in gonsumer preferences. The consume has been 
warned repeatedly (the Keys report in The Readers Digest, \96\^^m6.McCalVs 
Miigazine, 1962) that there is a definite relation between fatty meats and 
coronary problems. Choice standards require an excess fat coverH)r rind and 
a pronounced degree of fat marbling in the muscle tissue. In fact, it l^s been 
suggested that the tliree to^ grades be renamed *Fat,' *Fatter,' and 'Fattest.' 
Tliis tlireat to the licahh.of her, family and the obvious economic waste in 
PJ^gr^f<^dlng cjjttlc only to trim and throw the fat away in the packing house 
and retail store have combined to direct her attention to less-fat but equally 
nutritious meat." 

" (Note: Grading regulations were changed .in June, 1965 to reduce amount 
of marbUng required in the top four grades.) 

' Meat quality derives from several factors, including the kind of feeding and 
the inherited characteristics of the beef animal. Satisfying cuts of beef can be 
' produced without excessive fat. Consumer tests liave demonstrated that, when 
given a choice, "Madam "Queen" will buy U. S. Good beef, or its ungraded 
equivalent, in preference to the fatter Choice beef. In fact, one major eastern 
chain exploited tlijs preference until tlie USDA issued a cease and desist order. 
The chain advertised U. S, Ct^ioicc and then sold ungraded, leaner beef at the 
same price in the same case. - 

But tliis may have been the least, damaging exploitation by the supermail^^ 

Of "Procurement" an^"OT 

Robert A. McGowan, president and chairman of the board of directors of 
Safeway, Inc., discussed buying practices "procurement,*' he called it- - in 
a paper for the Foundation fo/ American Agriculture. * ■ 

After admitting that Safe way's net profit return "computed on the basis of 
net worth alone" was 15.3 percent in 1964, he offered ih in explanation 
, worthy of Lewis Carroll, the idea that debt and capitalizing leaseholds should 
also be counted wlien figuring profit, and that would reduce their profit to 
5.7 percent. 
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But this kind of double-talk was riot nearly as far out as his description of 
procurement. He explained ihzi Safeway buyers are ••enjoined" from counter- 
offering or divulging any information concerning prices or quantities submitted 
byiny supplier. Although it sounded like a "take it or leave it'* kindof buying, 
he said "it permits them (pickers) to do so at their own offering price, and we 
think it avoids any semblance of pricing pressure or price bargaining," 

McGowan did not discuss how packers manage to dispose of their dressed 
carcasses when their first asking price is too high - and the Safeway buyer is 
enjoined from raising the price he has set. 

Obviously, packers are directly unddr the supermarket guns. They responded 
to the enormous pressures by getting into the cattle feeding business. 

Direct feeding by packers has bceir increasing from 500,000 to 600,000 
head a year in the mid-1950s to 1,280,000 in 1965, according ?o the USDA, 
But all may not be known. There is secrecy about the matter* ' 

Livestock men in the Denver area, where huge feedlotshave taken over 
the function of farmer feeders, also speak of ••packer controlled" fcedlots. 
The fcedlots are in the names of individuals, but tliey do business with only one 
packer. Many believe they arc packer-financed. They believe that 25 fcedlots 
are feeding 90 percent of the half-million cattle on feed; and at least 350,000 
of those cattle arc committed to> particular packer the day they go on feed. 

Packer feeding of cattle very quickly affects the price farmers get for their 
cattle, particularly in an area where the number of buyers is limited. Arnold 
Aspelin and Gerald Engelman, both of the Packers and Stockyards Division 
of the Consumer and Marketing Service, conducted a stiidy of the problem 
and publislied their findings in November, 1966, 

They referred to the markets where there are only a few, buyers as 
••oligopsonies." And when a packer-feeder gets involved in siich a market, 
they found, the price on a particular day can drop 25 to SO ccntsa hundred 
pounds. They said: 

•'Packer feeding allows the oligopsonistic packer to restrict market 
purchases, while still operating his plant at capacity , , , One way of looking 
at the market effect of packer feeding under oligopsony (or any other demand 
structure) is to regard the substitution of packer-fed cattle for market pur** 
chases as a reduction in demand for marke t cattle, 

• 'rhg,essenee of the above analysis is that a public market is particularly 
vulnerable to temporary shifts in.demand due to packer feeding because supply 
is essentially fixed for the trading day. The large feeding packer is in a strong 
bargaim'ng position in taking additional supplies from the tmrket because 
animals on the market already are a)mmitted to sale. It is difficult for feeders 
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selling at a market to know when demand may be reduced by transfers/of 
; large packers. By the time they Ikd out, they have already shipped." / 

'Among the difficulties in determining just what is happening in the indus&y^ 
IS that usually little is known about the interlocking relationships-of various 
companies. For example, an inquiry vrill reveal thata feed Ipt sells to a packing 
QOmpany and a packing company sells to a wholesale dealer: — but will reveal 
nothing of the relationships. / 

The situation is confused, and it led Gei>e Cervi of Cervi's Rocky Mountain 
Journal to comment irritably on July L7, 1968, noting that Harold Blitt had 
taken over feedlots formerly o]^rated4)y Meyer and ETaye Averch, longtime 
V owners of Capitol Packing Compzwy, Denver. The cause of Cervi's irritation 
was that The Record ^rocftmof^i. cattleman's, publication, had permitted 

cil Hellbusch, a Safeway public relations man, to write a long "puff piece" 
/on Blitt. Cervi said: / 

"It would take a Philad^phia lawyer to sort out Safe>Vay's hidden interest 
in feedlots, packing plants, capitve feeders, cattlemen busted and hanging on, 
and befojre^long that's just exactly what is going to happen to Safeway. It 
(the world's second largest food chaia) just can't go on forever wrecking the 
cattle production business in this part of the U. S." 

The situation is so confused that the National Commission on Food \ 
; Marketing recommended that the regulatory jurisdiction over transactions in 
meats^ dressed poultry and products processed from them should be removed 
from the Department of Agriculture artd.exercised only by the Department 
of Justice and the Federal Trade Commission, 

The Commission report conm?ented: 

"We also believe that the diverse activities of conglomerate (and integrated 
.firms will be less likely to be contrary to fair competition if information is 
made publicly available about their operations in the various fields in which 
they do business.'* : * 

Some pk)ple believe the intent of our present laws is contrary to this 

. trend/ When HR 12115, a bill to amend the Packers and Stockyards Act of 
1921, was before; the Congress in 1966^ Under Secretary of Agriculture John 
A.SChnittfcer conrniented on the matter. He noted that passage of the original 

' act had foUowed a two-year investigation by the Federal Trade Commission. 

. In 1919, the FTC reported on .the conditions of concentration, tendencies 
toward monopoly, vertical integration and control of auxiliary marketing 
servi(ies. There was "^litigation against Armour, Swift, Wilson, Cudahy and 
Morris (later acquiredJtfy Armour) that resulted in a consent decree in 1920. 
The decree prphibitea the packers from engaging in the retailing of meat and 
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. groceries and directed them to divest themselves of their financial interests in 
the pubUc stockyards where livestock was assembled tor sale to packers and 
others, terminal railroads adjacent to the yards, and the market newspapers 
and journals which Were the principal media for carrying niarjcet news and 
. information on prices and. receipts to farmers. Gongtcss then enacted the 
Packers and Stockyards Act of 1921 to provide for continuing regulation of 
the livestock and mfeat marketing systems, and to prevent malpractices such 
as those brought to light in the FTC investigation. 

. Several court cases have upheld the purpose of the Act In December, I960, 
the U. S. District Court fqr the Northern District of Illinois denied petitions to 
modify some provisions of the consent decree. This case was United States v. 
Swift and Co ., et al ( 189 F. Supp. 885). This judgment was affirmed by the 
Supreme Court (367 U. S. 909 1961). The consent decree concerned forward 
integration b y meat packers into retailing operations, and backward integration 
into the livestock marketing activities, such as the ownership of terminal rail- 
roads, public stockyards, market newspapers, etc. Packer feeding of livestock 
represents a backward integration of jfar gfeater consequence than the backward 
integration that was dealt with by the consent decree. ^ 

In the consent decree, the District Court stated: "The core of the defendants' 
business activities remained untouched. They were left free to engage in meat 
• packing, including slaughter, dressing and processing, and distribution at whole- 
sale without hindrance . . .What is known as vertical integration was foreclosed 
thereby to a^ significant degree . . . Their economip power was thus not 
destroyed, but rather hemmed in " 

The rationale of HR 12115 was consistent with a decision of the U. S. 
Supi^eme Court in a case instituted by the Department of Justice under the 
Clayton Act relating to vertical integration in the shoe industry (Brown Shoe 
Co., Inc. V. United States, 370 U» S. 2^4 1962). In that case, the Supreme 
Court unanimously affirmed an order 'Requiring the Brown Shoe Company, 
primarily a manufacturer, to get rid of the Kinney Shoe Company, primarily 
a retailer* 

It isalmost unnecessary to stat^here that HR 12115 did not become law. 
The pressures on packers has had other effects. They have reduced them, 
in some instances, to shady or "careless'' practices. The 
reported on February 26, 1967:. ' \ 

*?owa Packing Company in^Des Moines has voluntarily made additional 
payments totaling more than $100,000 to 1,500 cattle feeders in the state. 
The, payments were made after the firm discovered an error in computing 
weights of Garcasses sold on a grade and yield basis.". 
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The newspaper article said the errors occurred because an employee was 
misreading the scales. Two wiseks later, on March 10, the newspaper reported 
that the packing company, a division of Swift and Company, was closing dowa 
permanently. It had been in '^xjstence 42 years, had 800 employees, and paid 
stockmen $67 million for livestock in the previous year. ' 

There are other results. The New York Times reported on June 18, 1968, 
that fiO to 50 meat packing plants had closed throughout the countiy after 
Congress passed legislation to extend Federal standards to all meat packing and 
processing plahts. Four of the plants were closed under an emergency section 
of the law permitting the shutdown of operations if a plant was found to be 
"endangering public health.'' Other plants closed voluntarily after they were 
told to clean up or close down. 

This probably resulted in temporary dislocation of markets for some live- 
stock. But in the Ipng.run no one is hurt more than the livestock producer 
when meat that is unsanitary reaches the housewife. Most of Wt is sanitary 
when the farmer sells it. He has a stake in what happens to it afteward. 

Supply and demand, Where has it gone for the meat produ^r in this 
country? 

Listen to J. H, Jackson, a production credit association manager of Rifle, 
Colorado: ■ * 

"In order to have demand, we must have buying power. Today and for the 
past two decades, the l)uying power of the American public has been the 
greatest of any period in history. Financially, the American people are in 
position to, and are eating all they want. Food is not stockpiling in the ware- 
houses because the public can't afford to eat. I 

*The annual per capita consumption of beef has more than doubled in the 
Jast 30 years, while the population of people has increased by about 77 million. 

**Thirty years ago, 123 million Americans were eating 50 pounds of beef 
^ per person and buying at one of the lowest retail price levels in history. Today, 
200 million Americans are eating 105 pounds of beef per capita, and paying 
the highest retail prices in history. ' . 

"When there were 123 million people eating 50 pounds annually, we had 
69 million cattle. Today, with 200 million people eating 105 pounds of beef, 
we have 107 million cattle. What this means in terms of increased supply and 
demand is that the supply increased 70 percent while the consumption, or the 
demand, increased 335 percent. 

Who's making'the money out of beef? 
" One of the most penetrating ^analyses was made by Douglas Bradley of 

Cefvi's Rocky Mountain Jourj^ at Denver. He said in a copyrighted article 
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on January 1 1, 1967, that the chain supermarkets in the Denver metropolitan 
area were making 45.49 percent on their sales of beef. His report was a 
detailed study of meat prices, cut-by-cut. He said that dressed carcasses that 
cost the supermarket $228 were sold to housewives for $418, 

Naturally, Bradley's story created a goo^ deal of flap in the industry. On 
March 22, 1967, Gene Ccrvi, the publisher, offered Bill McMillan, executive 
vice president of the American National Cattlemen's Association $1,000 cash 
if he could disprove the report. 

Cattlemen have sharp pencils, too, and the result of their figuring was the 
ming of an antitrust suit in the U. S» District Court against the Great Atlantic 
andPacific tea Co. of New York; Safeway Stores, Inc. of Oakland, California; 
and Kroger Co. of Cincinnati, As this is written, the suit is still before the 
court. 

On March 6, 1968, a brief Associated Press item appeared in the St. Louis 
Post-*Dispatch and other newspapers saying that the supermarkets had denied 
the charge that they had conspired to hold down prices they paid for meats 
and to retail them at artificially high levels, 

Meanwhile, George Levin, a district president of Ihe South Dakota Farmers 
Union, tells this story: 

"During the days before concentrates and baled hay were available to 
stockmen on short notice, literally thousands of cattle died in the spring from 
starvation. One rancher had a number of cows down, top weak to stand 
without help from a block and tackle wired to an improvisedi tripod. 

"One morning a rancher gave a cow a kick with the toe of his boot and 
said; *01d Bossy, why don^fyou get up? What's the matter with you?' The old 
cow Ipoked up at the rancher with her bleary eyes and replied, 'I guess I got 
too heavy a mortgage on my back.' " 

What happened in Denver is not an isolated case. Crew and O'Dea are now 
cleaning up the debris of battle. They have been taken prisoner.and released, 
but they will not again do battle to protect the same cause, nor to achieve 
the same goal. 

They are shifting assets of the big stockyards to other purposes, creating a 
food distribution center. In June, 1968, space was being leased for a huge food 
freezing facility and to clients varying from a large restaurant chain to frozen 
food distributors* 

Rural America jtias lost one of its most valuable resources. 

Let us shift to Omaha, the world's largest livestock market. 
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Walkie-Talkie Buying 



It is raining in Omaha, but at 6:30 a.m., cars are already parked along the 
street for the long block that leads to the eight-story livestock Exchange 
Building that sits in the middle of the stbckyardi There is activity in the pens 
below. In the lobby of the building there is the orchestra of conversation, a 
rustle of excitement. The large restaurant is full. 

Paul Daly, manager of the Farmers Union Commission Company, is in his 
sixth-floor office studying the day's consignment sheets. Shortly, when the 
market opens, he will go down into the pens where cattle are sorted according 
to weight and color and condition and quality ... any of the things that might 
be important to the buyer. 

When the market opens at 7:30 a.m., a buyer from one of the major 
packers comes into the pens. He is a young man, wearing slicker jacket and 
pants, chewing tobacco. A Motorola walkie-talkie is strapped on his back. The 
aerial whips as he walks and a hearing plug is in one car. He looks with practiced 
eyes at the cattle in each pen, making notes on a clipboard tablet. 
Why the walkie-talkie? 

Che buyer is in touch with his office. The message that may come later in 
the day goesScmiething like this: "Our buyers in the country have had a good 
day. We now have our quota. No more purchases^day." {7 

"I have seen a buyer back away from the fen*,*' said a Commission man, 
"when such a iticssage comes." { 

For today in the Omaha area, tremendous numbers of cattle are being 
bought in the country. Every packer has country buyers. They go to the farm, 
bid across the fence, load the cattle out and weigh them immediately, and haul 
them direct to the packing house. Why? Well, one buyer said candidly: "If you 
think we're going out in the country to pay the farmer more, you're crazy." 

Selling under such dfcumstailces, the farmer is dealing with an expert who 
holds all the aces. It's not unlike the buyer of a used car. 

"I sometimes think the farmer is going to smart himself to death," observed 
one Commission man. ' 

Responding to the Farmer's Concern 

The packers like to buy in the country. 

There is evidence that this is the year of a concerted drive to break the 
Omaha market. |n the first four months of 1968, cattle numbers coming into 
the Omaha stockyards declined 8 percent. Still, they received 506,037 head 
during the first four months of the year, compared to 550,431 during the 
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same period in 1967. The figures may be irrelevant • . . after all, only 8 percent, 
But what are the forces at work? 

Already, it is having this effect: Just enough volume is outside the market 
that the laws of supply and demand <^not seem to work. 

The terminal market— at its best— is competitive bargaining at its best. 
But already, something is keeping it from working at its best, the hog market, 
for example, seems to be anchored at around $20 per hundredweight. The 
cattle market is anchored at about $25 per hundredweight. It's like a sound 
barrier. ^ 

The emerging pattern has many ramifications. And the systen\outwits the 
government itself . 

The Maifch 17, 1968 issue of the jDwAfowes (Iowa) i2e^&/er reported that 
Shinrone, Inc., ajicw corporation headed by a Detroit trucking executive, 
would grow 5,200 acres of corn— with no participation in the government's 
feed grain program that seeks to keep production in line with demand. The 
farm—at Odebolt, Iowa™has a 3,278.acre feed grain base, all corn. If the 
farm participated in the feed grain pirogram at the minimum level, it would 
have diverted 20 percent of its acres, leaving 2,623 acres of corn. By staying 
out'of the program, they are growing 2,577 acres more than they would have 
grown if they had participated at this minimum level. The average Iowa 
farmer has about 74 acres feed grain base. If the average diversion is 50 percent, 
then Shinrone is undoing the production control efforts of 70 average Iowa 
farmers; or if they diverted at the minimum level Jfehi*ir one is undoing the 
efforts of 174 average Iowa farmers. / 

But this is not all of the story. ) > 

The postscript comes froijjjJRoy Sully, the f arm inanagcr, on May 21 > 1 968. * 
He is a tall, lean, friendly lowan who comes ouj^of the big farm shop wearing . . 
grease-smeared coveralls. He explained tliaTtlicy are nearly tlirough building 
a feedlot-— for 10,000 cattle. "We're growing 5,200 acres of corn," he said. 

Has he ever fed cattle before? 

"No," he replied. "But you don't do tjiese things by yourself anymore. 
We'll use a computer and feed them to optimum weiglit." 

The nearest computer is at Ames, Iowa— at Iowa State. Thus, does the 
land grant university contribute to the new agriculture? 

You see, it does not matter whether Sliinrone takes part in the government 
program or not. It still gets the benefit of the feed grains program that works 
under such difficulty controlUng^roduction, The farm does not need to sell 
its grain on the market. It sell/it on the hoof. And now, in addition, it will 
weaken the Omaha market— --sometliing every cattle raiser in Iowa and 
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Nor should it be assumed that the only market being affected is the live- 
stock market. Sugar beet growers north of Denver see tlicir bargaining power 
with tjie big sugar companies slipping away from them as the Gates Rubber 
Compan5N:mitracts to grow 5,000 acres of sugar beets in Yuma County, in 
Eastern djolor^do. But that's another story and some of its facets will be 
dealt with later. • 

Tomato growers in the rich "islands'* area between Stockton and San 
Francisco, California see their market slipping away as corporation farms 
S<juth of them contract for huge acreages. Worse, indications arc that these 
farms will be not only taking their market, but their water. Tliat, too, is 
another story to be dealt with later. 

Nor is the only interference with the market value of fStj^ commodities. 
I^aitd itself is involved. 

In the blackland areas of 25 counties in Central and North Central Texas, 
land prices jumped from an average of S202 an acre in 1963 to $271 an acre 
in 1%5. In 1965, 40 percent of all land sales in the area went to buyers 
residing in metropolitan Dallas County. In East Texas, the picture was the 
same with, as n study by Texas A & M University showed, 30 percent of 
the buyers from outof-county, mostly Harris and Dallas counties. Land prices 
went from an average of SI IH an acre in 1963 to $142 an acre in 1965. 

In its August 26, 1967 \$snc, Business Week advised its readers that buying 
Tarm land for "weekending or retiring" could be good business. "Some farm 
niacliinery and capital improvements will even qualify for the seven percent 
investment credit," the article noted. "And losses can offset other taxable 
income,'* 

One effect of this buying activity is to price the land out from under 
local farmers who may need to expand. This was a complaint by Edgar J. 
Lengel of Burlington, Colorado in a letter that appeared in The Denver Post 
on December 21, 1967. Mr. Lengel noted that Gates Rubber Company was 
buying land at such a rate ijj Yuma County that land prices were going up so . 
that young farmers' "who would like to get a foothold" were in effect priced 
out of the market. 

Mr. Lengel commented on the apparent secrecy of the Gales' invasion. The 
company had started out saying it wds buying 5,000 acres. But already, Mr. 
Lengel noted, they had bought 6,700 acres. In early June, 1968, Gates' 
purchases had already gone to 9,()00 acres in Yuma County, and at Ifast 
anotlier 640 acres in an adjoining county. There had been no public announce- 
ment of llie fact, however. 
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For obvious reasons^ such corporate invaders operate under a cloak of 
secrecy. T, Kennedy of Newmftn Grove, Nebraska, was contacted by the 
2i$tnt of an insurance company asking if they could use his name to buy land 
in th0 area. He refused, a reaction now being shared by others. 

The Rocky Mountain Farmers Union told its members in the December, 
1967 issue of its newspaper: "Hang onto your land. Why do-you think the big 
corporatk)nsare trying to.buy? . , . Because there's a better day coming, that's 
.why." / 

The buying continues. Some of it is direct, and some indirect. Adrian 
Craigmiles of Rich Hill, Missouri, came into Southern Iowa and bought some 
10,000 acres of land.' The Des Moines Sunday R(^ister on April 28, 1968 
reported that Craigmiles had transferred 2,750 acres of his Missouri land to 
the giant CBK, Inc., a diversified corporation that has announced it is in the 
process of acquiring m),000 acres of land from Texas to the Canadian border. 
It is phasing out its garment-making and the asphalt business to finance its 
farming operation* 

The New York Times on May 5, 1968 reported j^hat Doane Landco, Inc. 
of St, Louis, an affiliate of the Doane Agricultural Service, had set up a 
5200,000 fund to acquire "suitable" farm properties. 
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CHAPTER III 



THEY CAN'T BE TRUSTED WITH OUR NATURAL RESOURCES 



The Great Plains is a land of violence. It begins above, as giant clouds ire 
piled high, thrown up by inner turbulence into great mountains, and then torii 
apart in savage cleavages. 

Two influences --soil and weather — dominate the people of the region, 
creating strong men and durable women, who fight back. But they cannot win. 
Iri the end, they only leim to live with it, adapting their fanning practices and 
* lives to the environment. 

The Great Plains make up one-fifth of the lan^ area of the United States, 
extending from the Eastern Slope of the Rocky Mountains to the 98th 
Meridian, a distance of 750 miles at the widest point, and from Canada to 
Mexico, more than 1 ,600 miles. 



" Three large masses of air sweep into the region— those from Canada and 
Hudson Bay, cold and dry; those crossing the Rockies from the Pacific, warm 
tocold, dry to moist; and those from the Gulf of Mexico, warm and moisture- 
laden. These air masses collide above, doing violence to the land and people 
below. When all three air masses collide, the atmosphere tumbles and rolls 
and roars, resulting in heavy rains, and the blizzards of 1886 and 1949. 

In "The Great Plains in Transition,'* Carl Frederick Kraenzel, Professor of 
Rural Sociology at Montana State College, describes the region: 

. . the Plains are a semiarid land. They are not semiarid in that the 
climate is halfway between humid and arid. They are not half dry and half 
wet; rather, some years they are dry and even arid; other years they are very 
wet; and still other years they are wet and dry at the wrong times from the 
standpoint of a^icultural production and yields. It is this undefinable aspect 
of semiaridity that gives the Plains their distinctiveness." 

Climate, coupled with native plant life, has reacted on the parent material 
and the slope to make unique soirformations in the region. The top strata are 
laid down on a base of marine-rock sheets that incline upward to the West. In 
some areas, the debris mantle has a lesser depth than in other parts; Uplifts of 
marirw rock and other parent materials form high elevations in some areas, 
such as the Black Hills of South Dakota and the Bear Paw Mountains of 
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Montana. But such elevations are the exception. Low moisture -rainfall is 
under 20 inches a year on the Plains— has prevented undue leaching of the 
soil.The soils include the black belt that extends eastward into the semi-humid 
regions. The soil types move westward through the very dark brown beU, the 
dark brown belt, to the brown belt on the western rim, up against the 
mountains. Generally speaking, the soils of the Great Plains Ve the most 
fertile to be found. Inadequate moisture is their only limiting factor. But^ 
this protects the soils too- tending to reduce erosion. 

Now a new factor has been introduced. In Eastern Colorado, squareiields . 
lie side by side and end to end as far as the eye can see. The mile squares— 
sections of 640 acres of land each- -are wounded by sliallow gullies winding 
across the fields, healed over by green bushes that protect the farmland on 
cidier side. Occasionally meandering across the fields are the upside-down 
rivers with sand beds underlain by water flowing shiggii^hly below the 
surface. 

But recently a new geometry is discernible -giant green circles are inside 
each quarter of the sections of land. Tliese are huge self-propelled irrigation 
systems, pivoting at the center of each quarter-section, throwing out torrents 
of water into the fields. A new pattern of farming is emerging on the Great " 
Plains. 

On Wednesday, September 27, 1967, the Gates Rubber Company 
announced in Denver that it had formed a subsidiary to be known as Gates 
Farms to be head^iuartered at Joes, Colorado. Charles C. Gates, Jr., the 
company president, said the new company had already obtained more than 
5,000 acres of Jand in Northeastern and Eastern Colorado. It was, he said; ' 
••the first of several similar projects envisioned throughout the United States 
to help meet the critical world demand for food." He also said the operation 
would yield a 1 2« to 1 8.7-i>erceht profit on investment. 

The Rocky Mountain News revealed the plan to the public in its issue the 
following day, and thus did farmers in Yuma County in the Joes area learn to 
whom they had sold their l^operty, although they had aheady decided the 
buyer was somOig corporaKon because the price was high and so much 
secrecy had surrouiyled the planb, 

A buyer had t^Ken options ok land in the area. With the proviso that only 
those "would be exercised wheretests revealed the irrigation well in each 
quarter-section would pump a thousand gallons a minute. 

Gates was already farming. It first entered the agricultural field in 1962 
when it bought the A-Bar- A Ranch, a dude and commercial cattle ranch near 
Encampment, Wyoming. Afterward, it added to its ranching operations by 
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the purchase of other large ranches along the Colorado-Wyoming border. Its 
total holdings in the area are now reported to be 180,000 acres. 

But Gates* most dramatic agricultural enterprise was Gates*Cyclo,ahiglily 
automated egg-producing operation near Brigliton, north of Denver. Eiglit 
circular, windowless buildings house 100,000 laying hens, rotating the hens 
in rows seven cages high past water and food every hpur, giving them two 
minutes to drink and two minutes to eat each time around. In the cumpletcly 
controlled environment, the temperature stays at 65 degrees and liglitsare on 
14 hours a day, off 10 hours. Punch-card records keep track of every hen*s 
production and when a hen begins to slip, she is removed. 

Hie operation grew out of the merging of Gates* interest and that of the 
Cyclo Manufacturing Company, which developed the system. Several prom- 
inent Coloradoans backed the Cyclo experiment financially and became 
stockholders in Gates-Cyclo. Among them, said Rocky Mountain Ncv^s^ 
were former Governor Dan Thorijton, Congressman Peter Dominick, and Bob 
Six, the president of Continental Airlines, 

The announcement by Gates that it was starting another farm venture 
brought mixed reaction. The day after the announcement in Denver, National 
farmers Union President Tony Dechant issued a statement saying that the 
Board of Directors of the Farmers Union, when it had seen the announce- 
ment, had "decided to broaden this fight so non^farm interests trying to take 
over farming are challenged in eyery farm state, 

"We will rally farm groups, co-op leaders, rural bankers, small-town business- 
men and others in an attempt to get state legislatures to adopt statutes that 
restrict farming operations run by big non-farm corporations," Dechant 
promised, "We will put state le^slators, governors and political partj^ officials 
on the spot on tliis issue in the next few months. We intend to make corpora- 
tion farming one of the major agricultural issues at the state level tliis coming 
election year. It certainly will be one of the highest priority projects for 
Farmers Union across the country,** 

Dcchant*s announcement must have surprised tlie Gates Company, It took 
the company several days to responds But then, on October 3, 1967, The 
Denver Post quoted Louis E, Dequine, Jr,, manager of Gates* agricultural 
division, as saying that the company would hire porkers from Joes, Wray and 
the Yuma areas where it was buying the land, "It will be like a major new 
industry moving into an area,** he mA enthusiastically. The farmers who were 
being bought out would "move to town and live on their rocking chair 
income,*' he said, \ r 

Meanwhile, rumors were traveling at a great rate in Yuma County and 
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throughout Colorado. But as is frequently the case, they often bore little 
resemblance to the facts. Slowly, the truth emerged, p 

In June, 1968, Gates had acquired 9,600 acres in Yuma County al«!^e. 
There was feverish activity, installing irrigation equipment, planting* Gene 
Pugh, the resident farm manager, was turning out to be a very decent sort of 
man who was'taking part in community affairs. He had joined the local 
lions Club, the golf club, and had become the PTO president. PTO means in 
that area, Parent-Teachers Organization, which is not affiliated with the 
national PTA. ^ 

Only three farms had been sold to Gates in their entirety, and mostly their 
owners were already gone, refired, or just quit. One had gon^o work for 
Gates. Seven of the sixteen farmers who had sqld land to Gates were still 
farming. Two of the sellers were what might best be described as speculators. 
There was no mass dislocation of farm people as a result of'Gates' purchases. 
• But something of fundamental importance was occurring. For one thing, 
Gates changed its ^al from the one announced originfally— to help solve 
the world's food problem and make money. Instead, according to Charles C. 
Gates, Jr., as quoted in the December 17, 1967 issue oftht Rocky Mountain 
News, the huge ^'factory in the field*' project was a "pilot research project in 
Eastern Colorado to develop, information which we will supply to farmers to 
help them increase their profits by lowering production costs." 

Gates said his "clarification*' of the company's project was offered as there 
had been "some gross misunderstanding of our intentions into the agricultural 
economy. 

"We recognize," he continued, "the economic- security of the American 
farmer is of major cmcern to us, because we are providing many products 
for tlieir opcration-=-ind anything ^e can do to undfrwrite tlie success of 
American agriculture helps both us and the farmer. 

"We arc not in competition with any of our neighbors. Our present land 
holdings arc smaller than inany Colorado farm operations, but wc believe 
they are adequate to accomplish our current research objectives.*' 

By June, 1968, more of the Gatei;' operation was evident. If it was to be a 
research project— and used to demonstrate profitable practices, if it could 
find profitable practices - it was bound: to be a success. Every Sunday, the 
roads around the Gates' farms-- W(^te • ftiJl of cars, people drivjng by just 
wanting to see what was going on;^Un|oiJttinately, they^eren't learning liow 
to farm; perhaps how not to farm was^clfiser. For one thing. Gates was having 
trouble getting stands of sugar beets. Soinc fields had bbpn planted over tlirec 
times. ^ . 
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"If anyone learns from the Gates* experience, it's going to be Gates," 
commented one neighbor. 

One man who sold part of his farmland to Gates said he was going to hang 
around a few years and h\fy it back--cheap. 

' It might be said the most important immediate effect of the Gates' enter- 
prise was to bring new joy to the area. Some people were about to laugh 
themselves to death, it was said. 

It all wasn't funny to Gates, however. In addition to changing to "research," 
they changed the name of the farm, dropping the family name* It became the 
Big Creek Firm Company, a name they use on one or more of the ranches up 
north, a neighbor said. 

But there is serious concern in the ajosa, tppj. 

Thc^aUala Reservoir 

« 

Underlying a 9,000-square mile region of Eastern Colorado is the Ogallalt 
Reservoir. Gates is pumping water from this formation. 

Amer Lehman, a farmer at Idalia, east of Joes, near some of the Gates' 
property, felt ^o strongly about the danger that he went to "Omaha on 
May 20, 1968, to tell tlie Monopoly Subcommittee of the Senate Small 
Business Committee that ^^this resource can be exhausted in a generation or 
less in some areas." 

Recharge of tliis reservoir, Lehman reported, is only by rainfall and is 
balanced by outflow. He said: . 

"Consequently, any withdrawal from the reservoir is in effect ^mining' of 
the water. Thus the critical policy question in the development of the non^ 
renewable resource devolves around how rapidly it wiU be^^^ 
^^IJcn^ttomUsug" 

This is not the first time the resources of the Great Plains have been 
exploited, Lehman said. The first time came in the 1870s when men from 
London, Boston, Paris and New York formed syndicates to run cattlaon the 
open range^ Overgrazing, homesteaders and the great cattle-killing blizzard of 
the winter of 1885-86 brought that era to an end. It was not until World War 
I that the next period of exploitation occurred. It was a time of great need 
for food. The first big tractors came to turn the sod. The drouth of the 
1930s— and the wind—wrote the epitaph of that boom in the dust, 
Lehman said. 

The next period of destruction came with the drouth of the 1950s. The 
government soil bank program came to the rescue and many fields were 
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returned to grass again. 

Now, it is Gates and others prodded by the '*ncw interests" of impersonal . 
corjporations. In this instance, the corporation stimulating the exploitation (a 
case of one corporation stimulating another) is the Great Western Sugar 
Company. When Gates revealed liis plan in September, 1967, he said he was 
in'communication with Great Western with the idea of growing sugar beets. 
That "communication" evidently turned into a contract. That contract, and 
the others that are proliferating in the area, is having its effect on Eastern 
Colorado.' 

Here is the statement of H. E. McGovern and D. L. Coffin of the U. S. 
Geological Survey in their study, "Potential Ground-Water Development in 
the Northern Part of the Colorado High Plains": 

"Natural discharge from the area is cliiefly by stream flow and underflow 
into Nebraska and Kansas. Natural discharge from the aquifer by evapo- 
transpiration is negligible because the depth to water is great in most of the 
area. Streamflow.from the arOa, which is principally from the North Fork 
Republican, the South Fork Republican, and the Arikaree Rivers, is estimated 
to'' be 40,000 acre feet annually. Therefore, if the average annual natural 
discharge is equal to the average annual natural recharge, the natural discharge ^ 
by underflow would be about 390,000 acre feet annually." 

The inrigation pumps are now lowering the water table perceptibly every 
year. It is a permanent lowering. The Colorado State University Experiment 
Station at Fort Collins pointed out that replenishment is only about half an 
inchayear ,and that one well pumping 500 gallons per minute would withdraw ^ 
the equivalent of one-half inch of water from under a section of land in less 
than tm weeks. 

But Gates-; and others are withdrawing at the rate of 1,000 gallons a 
minutefrom under each quarter section of land! • 

If the water of the Ogallala is depleted, as it now seems bound to be, the 
area will return to dust- tliis time for good. It has all of the makings of the 
"American Sahara." 

The late William Vogt in "Road to Survival" developed an equation, a bio- 
equation, he called it, that would be instructive and timely for the residents of 
the land above the Ogalljilai Vogt, a recognized authority on conservation and 
land usage, was chief oT conservation -for the Pan American Union- He 
expressed tlie bio-equation C ^ B:E- C stands for "carrying capacity," the 
ability of a region to provide food,. drink and shelter to the creatures that live 
in it. B means "biotic potential," the ability of the land to produce plants for 
shelter, elotliing and food, E stands for "environmental resistance," or the 

178 



^ 



4n- 



34 . THE CORPORATE INVASION OF AMERICAN AGRICULTURE 

limitations that any- enyironment, including thej)art ot it contrived arid 
complicated by man, places on the blotic potential or productive ability; ^ 

**THe carrying capacity is the resultant of the ratio between the other two ' 
factors," said Vogt. • ' / " , ^ 

He said: ' " . ' • . 

''We cannot force land into the pattern we wish to impose upon it, but 
must fit the use to the land, its capabilities, aijd it^s limitations. All manage-, 
ment of land should be jdesigneS to maintain as favorable a ratio as possible 
on the rijght-hand side of the formula (C - B:E)Vimprovirig it where possible, 
and at the very least maintaining the status quo. Where the. relationship is . 
deteriorating wq must inevitably reduce the demand on the carrying capacity 
-Thither by a lower living standard or by.a reduced population." . 

There is yet time to save the Great Plains. The patterns of ownership and, 
thus, the patterns of destruction of the physical resources-, are still diverse. 
Perhaps ... perhaps there isr still time. ' : 



Land and Water 



Your airplane banks northward after takeKjiff from the Lps Angeles 
^Airport. Sailboats and other pleasure-craft, like white flakes chipped off the 
^ shore, floatijjin the Pacific^ Oc^an. The aifpykme moves inland oyer the north 
patt of that^onstrous, sp^awUng city of which .Raymond Dasmann said, 
it is f difficult to find any really good reason" w[hy it should have come into 
existence. A dirty brown smog harigs over^the mountain-circled bowl o( the 
city. And then,. just outside the main bowl, a finger bowl~the Sancl^nando' 
Valley— -is clear but for a paie blue haze. The green eyes of thousands of 
• swimming pools stare up at;ypuVIn some blocks, there is one behind every 
house. A picture of affluence-7-and a niarket, creating.pressures— -a vacuum 
sucking on the incrq^ible area that lies1:o the north. ; . . ' 

It is the* San Joaquin Valley—usually called the Central jilalley, lying 
•between the majestic Sierra Nevada Range tG the east and the Coastal Ran^e 
to the west. It is a long Valley,fhundreds of miles.loftg,*'extending from the ' 
Tehachabi^ orj the south to the nprth above San. Francisco almost to Mount 
- Shasta. Ttie Valley is a garden . , . when there is water; and a desert when there 
"is no water. > . ^ , 

"Moisture adriips lPQ the western earth unevenly in quantity, and incon 
yeniently in time," says Dr. Paul Taylor, Professor Emeritjus^fEconomiesat 
/ the liriiVerSty 0/ California. "So the problem for technol(5g>yJ^;jo mp\^,Water 
/rom where it falls at the *wrong' places and at the '.wrong' se^dsi^fns to lands 
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. elsewhere that can be made productive vfheh it comes dt the 'right- places and 
at the ^ight' seasons," \ 

.Aye, and thereby hangs the tale, ^ ; ^ • , * 

The question is: For whose benefit? At what cost? And to what effect? 

In. this area, the machine of destruction is so vast^ its structure so secure, 
the cost already so enormous, that it is difficult to see how the resources can 
eV^r be used for '*the greatest good to the greatest number," It is a classic in 
the subjugation of the common good. There are no guidehnes to restoration 
because the non-exploitive situation has never existed, ^ ^ 
• The chapter^ in the history of Cahfornia are pwflfcfSted with projects to 
bting. water from where it falls to where it is needed — salwaysat substantial 
piibUc expense* No one can estimate th^ riunfeer of men who have died— 
under the gun and under the strain— -as a result of the conflicts. 

It is doubtful that any land.in the world has been so brutally exploited by 
so relatively few men as California , , . the railroads, merchant^^^hieva^, 
capitalists without conscience, " 

Ownership of the Cahfornia land was established by force and fraud, 
mostly in the decade from 1860 to 1870, The social structure of the state is 
in large part based on these patteriis, 

Famous names are involved in the land history of Cahfornia, Ex-State 

Surveyor General Houghton emerged from office in 1871 with 350,000 acres 

of land, Ex-United States Surveyor General Beale^'ha^ about 300,000 acres. A 

large part of this land is now in the famous Tejon Blanch, owned in part by 

Hany Chandler, pubhsher of the Los A ngeles Times, Is it any wonder that the 

cofporation farm issue is not^discussed inlhe Los Angeles Times? 
If 

Another famous pubhsher 's name turns up in Cahfornia agriculture, Scott 
Newhall of the San Francisco Chronicle, His name is famili^ in the Newhall 
Land and Cattle Company, The San Francisco Chronicle shows little interest ^ 
in land reform, r ' 

Con^ct over the garden and its hfe-giying waterstream began early. 
In a valuable history of the subject, Paul Taylor tells some of the story in 
the March, 1968 issue of 'The American \Vest," * : ' ^ 

; "In 1873 Congress authorized a commissibn to be composed of t\yo 
engineers from the Army and one officer from the Coast Survey^ for the 
purpose of examining and reporting on a system of irrigation in the"-San 
Joaquin, Tulare and Sacramento valleys. The Army e^ngijieers, joined by 
Ji;ofessor George Davidison of the Coast Survey, percev^dlat once the unity 
df the w^itetshed assigned for their study, and designateift the 'Great Valley ^ 
of California, • Their report became a milestone/' 
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The commission recommended public supervision ofinigation, even though 
it might be "distasteful to the parties involved." 
Taylor continues: 

"In the United States, said the Commission, the 'rights of walei" which 
have given so much trouble in other countries . * . can be established before- 
hand, "if not for all time, at least on the principle of the greatest good for the 
greatest number." / . ' ' 

The commission was joined in f s recommendation by Major John Wesley 
" Powell in his famous 1870 "Report on the Lands of the Arid Regions." He 
said that "the question for legislators to solve is to devise some practical 
means" by which water rights could be distributed among individual farmers 
anc^wat^r monopolies prevented. Alas, the land grabbing had already occurred. 
The eftfect=W the concentration of the land Mo jfasLJiands created power 
blocs that have dominoed the public policies of California eVer since. 

The struggle ,>^lways pervading California politics, has Wen moved to 
Washington. ^ ^ 

One. such struggle Was over the riches of Westlands. The/area is on the west 
side of the San Joaquin Valley, stretching from Lo& Ba^s, southwest of 
Merced, down to Kettleman, City, northwest of Bakers^leId^€^nly 22,500 
persons live in this area that is two-thirds the size of Rhode Island. LaVidowners, 
240 of them, a^ huge. The Southirn Pacific Raih-oadowns 120,000 acres, or 
^7 square miles. " ' 

For 25 years, landowners h'kve mined water from their underg^round 
reservoirs "as miners once mined gold," Paul TayJor said. "So exhaustively 
have their pumps sucked up water that the land surface is sinking about a foot 
a year. The underground reservoir is depleted in quantity and quality. The 
v:sinking land jeopardizes the canals now being built that are rfeeded to bring 
water to check further land damage." 

This is the Westlands^ one chapter in the brutal history of explditation, 
that played out much of its action in Washington. Few more interesting or 
revealing 'struggles have' occiirred in American history. Jt is told, by Angus 
McDonald in his brilliant account of '*The San Luis Reclamation Bill," pre- 
pared for the Eagleton Institute in a series called "Cases in Practical Politics," ^ 
^j|^e San LuisReclamatiori Project was to bring water to the Westlands from' 
the^orth "where it falls." The issue in McI>onald's action-packed scenario 
concerned a, provision of the Reclamation Act of 1902" which sought to 
distribute as widely as economicatly practical the benefits of Federal 
expenditures. It lirftited purchases of water by one person to the amount 
required to irrigate 160 acres. The i^fracre figure was used because that was 
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the amount of land authorized and distributed to each family in various 
Homestead acts. A man and his wife were entitled to enough water to irrigate 
320 acres. The act further provided that purchases of water over a forty-year 
period, plus contributions from other sources, must equal the cost of construc- 
tion. Since farmers participating in a project were required to pay no interest, 
the subsidy ainounted to at least 50 percent. "In many instances," Mcl5onald 
noted in his account, "the proportion of subsidy was much greater, since 
electric power revenues were used to help pay for the projects. In addition, 
certain costs allocated to flood control and navigation did not have to be 
repaid. They were taken out of the general tax fund." 

The San Luis bill was drawn to create a new kind of partemship between 
the Federal Govemntent and the state. Jhe bill authorized a Federal appro- 
priation of $290,430,000,^ plus the cost of a distribution system and drains, 
-^e bill provided that the State 6f California should pay an "equitable" share. 
' No amoimt was stated. 

The public subsidy for further development and reclamation of the area 
wis to be enormous. 

McDonald said; 

*The heart of the San Luis controversy lay in how the opportunity inherent 
in this expansion of arable land would be distributed ... I saw the choices as 
between the family size farm and the coiporate farm . ,\ In the San Luis area, 
the Farmers Union estimated that such a farm should contain 40 acres in 
deciduous fruits andmits or 80 acres in tfuck, tomato and field crops, and 160 
acres in meat production. On this basis, the federal project could. support 
6,100 family farms of varying sizes.'* 

But in 1959, McDonald noted, large corporate farms dominated the area, 
with 130 owners holding 363,100 acres and 44 corporations holding 249,000 
acres. , 

It should have been an easy battle. 

The Reclamation Law of 1902 was clear on the l60-acre limitation. Not a 
single large landowner had agreed to dispose of land that was to be the 
beneficiary of the public subsidy. Testimony was vague' on just what the 
ultimate cost would be but it appeared that it might go to $1-1/4 billion 
before the distribution system was finished. 

And Section 6(a) exempted the "state service area" from the 160-acre 
limitation. Other language in the bill would permit the Secretary of Interior 
to hand over the joint facilities to the State of California. 

"Since the big landowners and other interests had great political power 
in the state," McDonald observed, "it seemed to me that the whole plan was 
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dreamed up as a way to get around the 160-acre limitation." 

The fight began, AH. of the logic was with opponents of Section 6(a). 
Large numbers of people were involved. Principle was at stake. cause 
was just, 

But it was only after days and weeks and months of battle— during 
which Senators Wayne Morse and Paul Douglas fought with incredible 
persistence, even filibustering — that Ihe objectionable section was eliminated 
frqm the bill. . 

But thejre is more to the story* Such powerful interests never give up, it 
seems. It is not, as Major Powell said, just for the "legislators to decide." 
After legislation comes administration. 

, The San Luis Reclamation Project is now in operation, (June, 1968). No 
large farm has yet signed a recordable contract agreeing to make land available 
to small owners. ' 

On April 1, 1965, Secretary of the Department of the Interior Stewart 
Udall issued a press release announcing approval of the contract to build a 
distribution system to carry the San Luis water to the Westlands Water 
District. 

The release said: 

"At present only about one- third of the District's lands are eligible to 
receive irrigation water from the Reclamation development. 'Eligible' lands 
are those held in single ownerships of no more than 160 acres each, or 320 
acres in the case of a man and wife. Most holders of lands exceeding this limit . 
have expressed their intent to sign recordable 'contracts for disposal of their 
excess holdings, but the operating agreem ent will be effective until such time 
as tliis is actually a ccomplished and 76 percent of the lands in the District are 
eligible to receive project water. " ' • 

But on July 29, 1966, Jack Molsbergen of Mendota, a small community in 
the northeast .corner of the Westlands Water District, reported on "p#ftgress" 
to the Senate Interior and Insular Affairs Committee. Well, "progress" is not 
quite the word for it. 

Molsbergen said that instead of the estimated 33^1/3 percent of land eligible 
referred to by Secretary Udall, the figure^d been^'substantially reduced" at 
least to 25 percent, and perhaps as low as ,15 percent. This had occurred 
because of the purchases of small ownerships by excess owners. "Excess 
owners" are those who own more land than the law allows to receive water 
in the district. Such owners are not only receiving water, they are prospering 
enough to buy out the small owners around them. 

Molsbergen, a real estate salesman who is thoroughly familiar with land 
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transactions in the area, said that the Westl^nds Water District (not ^'irriga- 
tion" district) gives one vote for each dollar of assessed valuation* 'Three or 
font or the largest owners can vote together and control any issue, even if it 
were possible to organize all other voters in opposition," he said, 
- . He said this was afTecting the design of the distribution system in order 
•*to mike the small owner get disgusted and sell out;,^ Many have already 
done so, he reported, / 
Molsbergen said: 

"I have attached to this statement a voting record of Westlands Water 
District since it was formed,; and also certain records of land purchases by 
large owners. What I cannot attach is a picture of the complete , control the 
large farmer has in this area , through his position on the Board of Directors 
of Westlands, the County A,S,C, ^mmittee administering tfte-f^rm programs, 
in-the manigement of the two cdtton companies -which do most of the 
production 'financing ;n the area, anil because-of the bulk of the business he 
now controls, over the political bpinions of people he does business wkh, As 
one- of the oldest landowners in the area told me recently. Those boys have 
b^en in the saddle so long they think they own the race track,' " 

Molsbergen reported that Giffin, Inc, (a corporation owned by Russell 
Giffen, chairman of the board of directors of the Westlands Water District, 
and his wife) purchased about'3,700 acres of landiin Westlands in fairly sm 
ownersliips. In May, 1963, Molsbergen said, Giffin acquired all the stock 
A, M/O'Neill and Sons, a farming company operating about 4,000 acres 
land. In June, 1966, a newspaper article reported on the purchase by Giffin,' 
Inc. and Jack Harris, Inc, of the 11,000-acre operation of Sandell Ranch in 
Westlands, Molsbergen said, * ^ j 

And many other such transactions were reported to the Senate 'comp:mtee, 
whose chairman was Senator Gaylord Nelson of Wisconsin. 

Among decisions of the Westlands Water District that could freeze out a 
small operator was the requirement that more than one outlet in parcels 
smaller than 160 acres would have to be paid for over 2i five-year period, even 
though the District would build the outlets with appropriations which would 
ht repaid ovtx forty years. ^ 

Molsbergen reported ort^;06ntinuing non-compliance and of irregularities 
noted by inspectors, - 

' It ^as,,,pljviOiis that the Bureau of Reclamation of the Department of 
Interior had little intention of enforcing the law. It was another case of 
corporate influence being more power ful than the government agency chaiged 

.with regulating it, , 
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^ The testimony before the Senate Interior and Insular Affairs Committee 
WIS given in a hearing to consider ^^ether the Department of Interior should 
be required to obey the law, and require recordable contracts fwm large land- 
owners stating that family-size farmers would have a chance to purchase the 
land. Needless to say, the law did not pass. 
Piiul Taylor said: 

**We$tland$ is to water what Teapot Dome was to oil." 
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THEY'RE DESTROYING OUR SMALL TOWNS 

m 

Odebolt is'iii Western Iowa, in an area that has been blessed with rich soil 
and g(X)d weather. A drouth comes only about every 20 years in 1936 and 
1956, folks recall - and then only for a year at a time. 

The town is centrally located in the triangle of Omaha, Sioux Falls and 
Des Moines. Temperatures jn January average about 19 degrees, immobilizing 
the organic matter that makes the soil dark and rich, and it rises to an average 
of a warm molecule-activating 74 degrees in July. The last killing frost ordinar- 
ily comes about May 4 and the first killing frost in the fall comes about 
October 2. Extremes can go above a hundred degrees in the summer and 
well betow ^ero in the winter. The average growing season is an ideal 151 
days; average rainfall is 30 inches a year. 

TlMikland rolls gently, lending itself to full cultivation; the; topography is 
kinder than the river bluffs area to the west* Houses sit squarely, conservatively 
tending to face straight east, south, west or north. The architectural angles are . 
modest squares, rectangles, and, safely peaked roofs* Many of the houses are 
two-story, with one-stor;? lean-to additions to accommodate growing families. . 
Barns arc rugged, painted against the extremes of weather, maiiy with hay 
fork-supporting hip roofs. , ^ 

A sign at the outskirts says that Odebolt is the "Star in the Crown of Iowa." 
Nearby is an extraordinarily neat cemetery, noticeably Well cared for in this* 
state wliich seems to care for its dead with unusual reverence. \- 

There is a comfortable, intimate 'triteness about the business district. A . 
story of one Iowa town tells of the theater S:)wner who built a new movie 
palace, with a red carpet put to. the sidewalk. But when it was finished, 
attendance declined. In desperation, lie hire4 a consultant-to find out why. 
It was the red carpet. Folks didn't feel comfortable coming in off the street, 
with their dusty shoes, stepping on the finjff ri^d carpet. Attendance was 
restored when the carpet was removed. - • ^K^^ ^ ^^^-^ 

It is easy to believe that it could have happened in O^debt'^fcThe peo'plef 
of Odebolt are too considerate Jo track dirt into a, nc4ghW»r*s home or 
business, or to complain at the absence of a foot scraper at the door, onabout ^ - 
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a pratentious tli^ck carpet fiside, 

. There are, then, things not visible .in the prosaic facade of neat, prqud 
homes that sit along the tree-covered streets of Odebolt; shadows not apparent 
in^the enornwus elms tliat,cool the lawns and churchy trds; messages not 
communicated by a hurrying housewife stewing along on an errand or the 
businessman crossing the empty street to the bank for liis daily deposit. 

But there is a subject they disctiss among themselves. It is something tliat 
angers, confuses, makes them envious, and saddens them. In the diversity that 
cliaracterizes even the smJiU towns of AmCtica, it is likely that you^ can also 
find people who are deliglited ahd proud of tliis phenomenon* But oi\p thing 
" is for sore. It is something they cannot forget. Some tliink it is an econT)mic 
cancer tliat- is sickening the body and soul of the community -worse, a form 
of maUgn^ncy. that is threatening to spread 

Tlie topic IS Shimone Farms, Inc., 6,000 acres that surround the town on 
the south and west sides. It sits there, always visible, dominating the heart 
and mind, choking off the bloodstream of pride of the community, showing 
to the people ^jLPiigboh every day^ of the year t^e presence of an invader of 
theirwayof life. The wealth of its <fwners seduces the youngsters. Its presence 
robs businessmen of hope for the future* It hovers there, its headquarters 
spreading away at the erfd of a mile-and-a-lialf tunnel of road Unedai]d covered 
by magnificent elms that meet high above its center. But even the elms are 
sick, as though made ill by a contagion of the invader. The trees betray their 
illness in a telltale wliite substance that streaks down the trunks, the deadly 
symptom of t)utch Ehn disease. Wlien they are gone, Shinrohe will be even 
more visible to the town. 

It was the Adams iSncli, and is still called that despite its recent new 
ownersliip and its interesting^'riew nanie. Odeboltians look at the gleaming 
wliite tractors,and combines and other farm equipment $250,000 worth, ^ 
according to tlie Des Moines Register ^ind see in the green sliamrock^on the 
radiators the flag of an alien force. The farm equipment was not bought 
. locally. A businessnian says with some bitterness that it was bought direct 
from the manufacturer; although a dealer at the cininty seat, Sac City, may 
be involved "in order to servicc.tlic equipment." 

The new owner is William Oldfield Bridge, whom ifcw citizens of Odebolt 
have seen. He has a sentimentality dhmi Ireland, as the shamrocks attest. 
JBridge is a Detroit trucking, executive, operating a vast automobile hauling 
agency llie BakenDriveaway Company. . 
• They say that Bridge arid his wife may move to Odebolt and, if they do, 
' ' , it will be a most natural choice. For tliis beautiful i:omimmity and its friendly 
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people must be a temptation to a family aiccustomed to tjheugly roar a;id 
impersonal -grind of Detroit. It must be better to live in Odebblt than even in 
the spacious suburb of filoomfield Hills, Michigan, where the papers say the 
Bridges now reside. Besides, Bridge is'mtereste4 in horses, the. ncwsjapers^ 
say, and Shinrone will be glamorised by the presericiof fine horses, r^': ^^--^ 
/ It is doubtful ;Jhat anyone' in Odebol^ will idfrivey to the Bndgcs what i ^ 
/barrier they must siitmount if they'fin^^ the natilf^l frien^jUnqs^-^^^ expect.^ 
Jt is unlikely-: that a'single resident of tfiis- coSsider^t^Tittfe'^^^^^ will speak 
frankly with ^these strangers. In'deed,'''thcte arc"^ ^ha-wefjuld like to face 
th^i;, (>wn hostile feelhigs in the/mitfcri for ttosTwto Wrin^t^ 
that he seems to be a decejatsort, friendly and^pi|Lblcr.' ' ;^ 
• But i(nplacable history must be pvercome^J^'the Bridges, find Welcome 
in pdeboit.^e Adam^Kandi &s 'a. wa^^^ tissued that has 

hardened in res^1ise,iqJtsJa3aeii^'pr^^ famiiics hav'e 

farmed tliciir bwiJ^Jafnd', tlieir chil(feej0W^^^wn u^^^^ yijited in eac}i 

o tiler's homes, gone 0 4fjf-^sa^. <Jhi^^^^ same pleasures,^ 

dissatisfactions, the tedliiin qJf1one!i6me 4ay?,\ndhave Imiged together for 
the adventure of life, ■ v. ^r, ^ ^ . > ./^ 

' The character of the Adamse^, much of ijt^Ms teen dimmed in^ibc riisliing 
years that -have mcluded wairs and dis^ murder^rSo^ne of the older 

folks remember. William jAdams was "a pretty good mai^," they recall, 
"known and respected in Uie town.'l-Somfsliow, lie' managed to buy the land 
around the turn of the centiiry^from somebody \vhb had acquired it for $3 an 
acre or less from a railroad. Then the Adams' name is further confuspd by the 
fact tliat three generations camc'^and went. William Adanis' son, Robert, was 
an odd one, they say. "He wanted to buy the wliole^own," somebody says. 
'* ' "You mean, literally, he wanted to buy the tovvn?*' you ask. ^ 

"Well; it was the same thing. He said that if folks would rename the tojvi? 
'AdamsviUe,' he would pave the streets." \j 

They turned him down. v -^'^ 
' It may be that as a result they , even invested the town name, Qdebolt , with 
a romantic history in response to Adams* sjijgge&tioi\^ because nobody seems 
quite certain how it really got its name. fi|tlT[ie;st^^^^^^ 
early days when the Germans and the Scandinavian? were coming overlan<iin 
wagons, two old fellows were making their.way across the rolling prairie. iTie 
strain proved too much for the bolt in the tongue of the wagoA and, suddenly, 
tlie team of horses broke loose^ causing one of the men to exclaim, "oh de 
boh!" They stopped to repair the wagon, and t^ms were the first settlers Q.f 
Odebolt. It sounds rather, unlikely, but it is better than selling opeVheritajge 
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for a concoetc pavement. 

And then there was the timiLan Adams (was it Robert, o^his son, WilHam 
II?) made a deal with the^ local) elevator to sell some corn. On the day it was 
•'to be delivered, a disastrous storm covered the roads and the trees and the 
streets with a sheet of ice. There was conversation with the elevator manager 
who said, "Bring the com another^day." 

"No, we've got i Ueal, We'll deliver it today," 

Then, thej^say Adams ordered his hired hands— who would have liked to 
be in by tlft fire on such a day— to haul manure from the barnlots and 
spread it on the road to town so' the loads of grain could be deltvered: 
• .Inevitably Hie ice mehed, but the manure — and its qjdor-- remained and 
" spread acjoss t}» town, insulting the people. It was as if Adams had made a 
statement to the tQwn, letting them know his contempt,', ° 

A new paster arrived and obsurve'd the bittepiess. When William Adams II 
walked down the street, nobody spnoke. The pastor met him one morning and 
said, ^tJood morning, Mr, Ad;^ms/* The young man just:iop.ked the other way. 
The most recent owner before the fridges was Cterlcs Lakin, H^imixed 
.with farmers and bought some things locally. His wiffc was a member of St, 
'TMartin's Catholic Church, . i -v^^ . V - 

But among the first things you vwll hear about l|kin was that he received 
S?41,{X)0 in payments uncJbr the Agricdtural Stabilization and Conservation 
Service program in 1966, "Wliat-^right lia^ a millionaire got receiving that kind 
of payment from the government?" they ask, : ♦ 

Mostly, Odebolt hides its sham'e from the . World, But among themselves 
they talk about it. In fact, it seems "they talk about nothing else,", sdmebody 
said.pAnd now other farms are consoHdating^ other acreages are -gtowing, 
TUty see it. all as a'part of the materiaHsm that seems to obse$s the new 
America, , / " 

' Father i Linus Eisenbacher of St, Martin's Church is a shbrt man with a 
pogk-marked face and a rounding middle. Despite liis namCj'^^hc seems txj 
speak in an Irish accent, . 

, He tells the story of St, Martin's-— "named fpr St. Martin bf/tourS^ ,a 
soldier who became disgusted with war. One day he met ^ beggar and iui his 
cloak in two, giving half to the beggar and, in a dream that nighty he s^w that '* 
the beggar was actually the Lord," He was made a -Saint for his vision, ' - ^ 
father Eisenbacher can appreciate tfie ideaHsm of St, Martin's, *The whole ' * 
thing," he says (meaning the pressures that are taking people off 'the farms) 
"is affecting our people adversely. People are money hungry. They are secular, 
Spirtual values have gone down the jirain," . " 
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"Rural people live close to God," he continues* 'TThe rain and the sunshine 
and the good weather. The farmer is reminded every day tKat he is dependent 
on God. But people who draw a salary don*t care about such things. They just 
begin to live at night ... I was born and raised on a farm. You could tell some- 
thing about the season just by looking. There was the thunder and lightening 
with the storms. Here, even in tliis little town, you can*t see a storm until it*s 
« on you." 

• St.Martin*slias hada 30-to 50-percent drop in participation of its members 
in tlie seven years Fatlier Eisenbacher has been there. "Religious attitudes are 
directly related to the land/' he said. 

*The , small farmer can't compete," he added bitterly. "The government 
^, doe$n*t do a thing for the small farmer." 

Not far from Odebolt, an Omaha resident took her 80-year-old mother for 
a Sunday afternoon drive to their home community. The old woman looked 
at the empty liouses as tncy drove along the country roads and became so 
upjpct she began crying. Her daughter had to drive her home. What was to have 
been a pleasant Sunda}^ afternoon was spoiled. 

TheSnow>White^T^^^ 

And now William Oldfield Bridge has bought Shinrone, hoping, perhaps, to 
find the peace that comes from walking in the plowed ground, involving 
oneself in the processes of creation. But he arrived at the wrong time in 
■ liistory at a place already ruined, and he arrived under the wrong circumstances. 
The whole matter came to tlie attention of his neighbors-to-be in Odebolt 
on March 17,1 1968, when the Des Moines Sunday Register carried a story 
Sliinronc, Inc. that dominated the front page of its farm section. The story 
told of a shipment of new macliinery coming to Shinrane: 

"Folks blink a bit in tliis community it the sight of snow-white farm 
tractors, combines, implements and the like-- all painted this somewhat 
unusual (for farm equipment) color* The white machinery is a part of the new 
, look at what once was the •Adams Ranch,' then the 'Lakin Ranch' and is now 
' ^ ' Shinrone Farms. There will be about $250,000 worth of jwch white-painted 
farm tractors, combines, and equipment brought to the famous Sac County 
. farming siyead." 

The stoiy went on to identify Bridge and tell of the history of the farm, 
pointing out that it had sold to Lakin in 1962 for an estimated $2.5 million; 
and that Lakin had receipted payments from the U. S. Department of 
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Iowa. The story said that Bridge had visited Shinrone three or four times. 

If folks in Odebolt were blinking at the big equipment purchase, their eyes 
really popped open three days later when the Des Moines Register returned 
to Shinrone and William 0. Bridge. The paper printed' a lengthy Associated 
Press story dateUned Wasliington by Hany Rosenthal and Gaylord Shaw, 
The headline was an attention-getter: "He Settles $594,398 Tax For 
$116,000."' ' . ^ 

They were talking about William Oldfield Bridge. The story quoted Harry 
Snydetj/ chief of the Internal Revenue Service collection division, at length 
.about Jfiow fijie IRS had decided to settle for less than 20 percent of its claun. 
^•If I'werc a gambUng man, I would bet we got all wc can," said Snyder. 
^ The article. continued: 

**0n Oct. 5 (1967) wliile Bridge's compromise was being processed, four 
ftewspapcrs- including the largest in Iowa and Nebraska- carried stories 
tliat the 6,000-acre Lakin Ranch near Odebolt, la. had been sold to .a 
Delaware corporation headed by F. G. Bridge." 

Tlie s'tory quoted Snyder as saying that the IRS was unaware of the articles 
(although the IRS maintains a 10,000-man fiel(i staff whose duties include 
clipping newspapers for items). 

The story continued: 

"On September 27, 14 days after initial approval of the compromise, a 
company named Shinrone, Inc. filed incorporation papers in Delaware., 
Sliinrone's first annual report Usted F. G. Bridge of Bloomfield Hill, Mich, as 
president and one of tliree directors, and W. 0. Bridge as another director. It 
stated that 5,000 shares of stock had been issued at $100 par value--=a total 
of $500,000. 

"On September 29, Shinrone, Inc. reached an agreement to buy the Iowa 
ranch from Charlcsii. and Florence Lakin. 

"On October 19, Shinrone, Inc. applied to the Iowa secretary of state for 
authority to transact business in that state, saying it was among other things 
*to acquire farm properties and other real estate.' 

^*0n October 10 at 2:40 p.m. an official memorandum and notice of the 
sale of the Lakin Ranch to Shinrone, Inc. was filed with June Rheinfrank, Sac 
County, Iowa, recorder. The document referred to the September 29 sale 
agreement. 

"Shinrone took possession of the ranch on March 1. Sale price was not' 
disclosed, but an expert on land values estimated the farm is worth $3 million 
or more. He based this on the going price for farmland in Sac County-^^$500* 
to $700 an acre." 
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^ The Associated Press story went on to quote the IRS examiner as saying 
that Bridge did not own any property, that it was all in his wife's name. 

Qdebolt folks were interested to read that the Bridges have a number of 
corporations and that their homt in Bloomfield Hills is on a SO-acre plot, 
assessed for tax purposes at,$147»0(X) (Michigan hw requires that property be * ^ 
assessed at SO percent of its true market value. Frances Bridge was listed u 
the owner* The IRS examiner said that Bridge told him his assets were only 
$100 cash and a life insurance policy with a surrender value of $10»668. ^ 

It was a sobering story to the folks in Odebolt, most of whom work hard 
for their money and who have never thought of contesting the Internal » 
Revenue Service and have never, in their most unrestrained dreams, visualized 
owning a $3 million ranch. 

Odebblt, Iowa—with its incipient illncu already taking its toll— is the 
first chapter in a story that has already been written in other parts of 
America* You can read it in the empty stores and offices along the main 
streets, the deteriorated shacks that were once called home, the purposeless 
old people who are, left behind and whose only meaningful days come once a 
month when social security or welfare checks arrive at the postofHce. 

Worse, there being no jobs in town, the younger ones have loaded their 
possessk)ns in old cars, or boarded buses, bound for the urban centers where 
the disease is more advanced, where the body of locitl values has rotted, 
where the stench will not be ignored. Sometimes they are called, contempt- 
uously by their new neighbors, Okies and Arkies, even though they may be 
from Iowa or Missouri or Nebraska. It means only that they arc countiy 
folks, (tn the San Joaquin Valley, they refer to the second igeneiation of 
these people as "CIO V*— the initials stand for California Improved Okies.) , ' 

The so^alled Okies and Arkies, labeled by some as products of rural 
Am<rrica,are not authentic representatives of the culture. They are representa- 
tives of the culture of poverty, of economic mi social disenfranchisement. 
At home, on their own land, they were honest, hard-working, church^oing 
citizens. But without their land, and without the stability of the familiar 
social values, they can become™as their haughty new neighbors say— 
wiiiskeynlrinking, prejudiced, and often imi^ovident Americans, 

They, along with Negroes, most of whom never had the stability of . 
property, the integrity of self-req)ect, the security of their own Economic 
and social system, form a new problem in the cities of America. We are only 
now learning the cnormitjc of that problem. , 

The tragedy is that we are learning h so late. . % 

We were warned. 
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Arvin^and Dinuba - ' , ' ' ' %' ■ ' 

. " The most perceptive and detailed stu4y of the economic effects of rthe 
transition cHf American agriculture was written in 1946- by Dr. Walter 
tSoldschShidt, a Professor of AftK^di#logy and Sociology in the University at 
California iit Los Angeles, ■ ^ * .. 

It w^s titled: "Small Business and the Conmiunity — ^A Study in Central 
VaUey of California on Effects of Scale" of Farming Operations/' He p5nducted 
his study foi^ the Senate Special Committee to Study Problems of American 
Small Business. . / ^ 

Goldsbhmidt produced hisyjpaper on Arviii and Dinuba, California. 

They are towns^hat are much alike, both located in, the great Central 
Valley of paliCornia. Each 15 to^20 miles sorutheast of one of "Ihe valley's 
principal cities — Arvin, southeast of Bakersfield; Dinuba, southeast of Fresno^ 
Each gets about 10 inches of rain a year, and thus is dependent on irrigation. 
Grapes are important io bolh, although other crops ^re produced, too. In the 
Arvin area, the. diversification includes cotton md oil. In the' Dinuba area, the 
diversification tends toward fruits and vegetables. Tefnpcratures are a little 
higher in the Arvin area, since it is further south in the VaUey, Average 
temperatures in January are 50 degrees; in July, 87. The growing season is a 
long 348 days,.wi!h frost ordinarily occurring only around the fir^ of the 
year. Temperatures in tlje Dinuba area average 48 degrees in January, and 
80*6 degrees in July. Frost may occur as early as'Thanksgiving and as Jate as' 
early March, Practically nq rain occurs in either area from May to October, 
And that period maj^ be visited by the dessicating chinook winds from the 

\But from this point on, the similarities of Arvin and Dihuba end, Arvin is 

In area of .large, corporate-type farms. It is the location of Jhe DiCiorgio and 

■^Giumarra holdings. In the Dinuba area, most of the farms are small, operated 

by families, ' / ^ 

It was this dlifference that was the. subject of Goldschmidt's stqdy. In his 
- ^ • ** * ■ ' 

introduction, he said: 

*The family farm is the% classic example of Am'efican small business 

enterprise. For generations tllis institution 'and the community it supports 

have held the esteem of all who have known and underst09d the American 

heritage, Stabs^men^ historians, economists and sociologists have generally 

agre^ that the spread of the faijiUy farm over the^and has laid 'the econoniic 

base for the liberties and the democratic institutions which this Nation counts 

as its greatest assets;" ^ ^ 
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GoldscHpidt questioned the occupants of 10 percent of the houses in the 
towns andr'surrgundihg communities. \ • 

Here is what he found: * \ 

"Certain coijclusions are particularly significant to the small businessman-, 
and to an understanding of the importance of his place in a community, lilot 
only' does the^^mall farm' itself constitute small business, but it supports 
flourishing small commercial business; . . ' * 

'^Analysis of the business conditions in the communities of Arvifl and 
Dinuba shows that— » - ' 

"(1) The small farm community supported 62 separate business establish- 
ments, to but 35 in the large-farm community; a^atio in favor of the small- 
farm community of nearly 2:1, ^ 

**(2) The volume of retail trade in the small-farm community during the 
- 12-moftth period analyzed was 54,383,000 as against only $-2,535,000 in the 
large-farm community. Retail trade in the small-farm community wafr greater 
by 61 percent. » ' ^ 

"(3) The expenditure for household supplies and building equipmterit w,as 
over three times as great in the small-farm community as it was in the large- 
farm community. C3 

'The investigation disclosed pth^r vast differences* in'the economic and 
social hfe.of the two communities, and affords strong, support for the belief 
that small farms provide the basis for a richer^ com!^unity life, and a greater 
sum of those values for which America stands, than do industrialized farms 
of the usUal type, * , ' ^ 

"It was found that — ^ , . ^" 

"(4) The small farm supports in the local community a4arger number of 
people per dollar volume of agricultural production than *an arp devoted tp 
larget^-scale enterprises, a difference injts f^yor of about 20 percent. 

"(5) Notwithstanding their 'greater numbers, people in the small-farm 
comniunity have a better average staqdaf^ of giving than those living in the 
comrpunity of large-scale farms^ ' f . { . * 
. "(6) Oyer^ one-half of the breadwinners^ the small-farm community are 
independently^ employed 'businessmen, persons in white-collar employment^ 
or farmers; jn, the large-farm community the proportion is jess than one-fifth. 

"(7) tess than one-third of the breadwinners in the small-farm community 
are ajgridiiltural wage laborers (characteristically landlesj^, and with low and 
.insecure income) while the proportiofi of persons in this position reaches the 
as(tx)nishing figure of nearly two-thir4^ of all persons gainfully employed in 
the large-farm community.- 
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" "(8) Physical facilities ^or community living- — paved streets, sidewalks?,^ 
garbage disposal, sewage disposli, and other public services—are far greater 
in tlyTsmall-farm coirl^unity; il[|leed, in the industriatfarm community some 
of tl ese facilities are entirely wanting. 

" ;9) Schools are more plentiful and offer broader services in the small-farm 
community, which is provided with four elementary schools and one high 
> school; the large-farm community has but a single elementary school. 

"(10) The small-farm community is provided with three parks for recrea- 
tion; the large-farm community has a single playground, loaned by a coi^ora- 
tion. . . : ^ 

"(1 1) The small-farm town has more than twice the number of organiza- 
tions for tivic imprbvement and social recreation than its I^rge-farm couhtfcr- 
part. ^ 

"(12) Provision for public recreation centers. Boy Scout troops, and similar 
facilities for^nriching the lives of the inhabitants is proportioned in the two 
communities in the same gen6ral way , favoring the small-farm community. 

"(13) The small-farm comniunity supports two newspapers, each with 
many times tlie news space carried in the single paper. of the industrialized- 
farm community. ^ 

"(14) Churches bear the ratio of 2:1 between the communities, with the 
greater number of churches and churchgoers in the small-farm commuhity. 

"(15) Facilities for making decisions on community welfare through local- 
popular elections are available to people in the small-farm .conimunity; in the 
large-farm community such decisions are in the hands of officials of the county. 
- "These differences are sufficiently great in number and^^egree to affirm 
the thesis that small farms bear a very important relation to the character of 
American rural 5pciety» It must be realized that the two communities of ArVin 
arid Dinuba were carefully selected to reflect the difference in si?e of enter- 
prise, and not extraneous factors. The agricultural production in the two 
communities was virtuklly the same in volume — 2-1/2 million dollars, per 
annum in each— -so that tAe resource base was strictly comparable. Both 
communities produce specialized crops of higl^l^k and high cost of produc- 
tion? utilizing irrigation anjil large bodies of specia^ harvest labor. The iy/6 
communities are in* tbc|sdme climate zone, about equidistant from silnali 
cities and major urban centers, 'similarly served by highways and nrfkoflds; 
""and without any*Nignificant advantages from nonagricultural ^erources or 
from manufacturing or processing. The reported difference^^ the com- 
munities may properly be assigned, confidently and overwhelmingly to the . 
scale-of-farming factor. o 
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'The reasons seem clear. The small-farm community is a population of 
• middle-class perlons with a high degree of stability in income^nd tenure, and 
a- strong ecoat^mic and social interest in their cbmmupit/. Differences ia 
Wealth amoi3|* them are not great,' and the people generally associate together 
in those org&izations which serv^e the community. Wliere farms are large, on 
the other hand, th'e population consists of relatively few persons with economic 
stabiUty, and of large numbers whose only tie to the community 'is their 
uncertffii ' and relatively, low-income job. I3tiffei^^ are great 

among members of this community, and soc^^bn^^ them are 

rare. Indeed, £yen -the operators of large-scale iflrjiBs fV.^qi^ are. absentees; 
and if they do live in. Arvin, they as often.seek their recreation in the neatby 
• city. Their interest in the social life of the community is hardly greater tlian 
that of the laborer whos§ tenure is transitory/ Even the businessmen of the 
largCf-farm community ftequently express their own feelings of impermanence; 
and "their financial investment in the commuriityi kept usually at a minimum,'" 
reflects the same.view. Attitudes such as these are hot conducive to stability 
anrd tlie rich kind of rural community life which is properly associated with 
, the traditional family farm." 

.This was in 1946. You re-visit, so to speak, the scene of Dri Goldschmidt^s 
study^ - • 

It's difficult to find anybody who'll brag abtout Arvin, California. 
A Mexican-American resident who has joined the United Farm Workers 
Organizing Committee; tells you wliat you'll see when you get to Arvin: "A 
lot of shacks and a lot of old cars with Texas license plates.'* 

A Mexican-American woman past middle-age — or who looks it — lias 
*workedin the packing sheds of the big corporation farSis for ten years: 'They 
pay no attention to poor people here." v 

A businessman who has an attractive office and more than pne^usiness 
enterprise: "We have been here seventeen years. When we came^here, they said 
Arvin would change. It lias changed— for the worse. AH of our children are 
grown and liav^ moved away. And we're happy. There's nothing here for them." 

tou drive tlirough miles of grape vineyards southeastvS^rdJrpm Bakersfield 
to Arvin. There is poverty inlhclandscape that defies the logic of the blooming 
desert^ ... the acres of trellised grapes, the grasshopper legs of oil wcUi 
pumping lazily, an occasioiial air-conditioned car that moves along the high- 
way with its occupants inspecting the riches of the fields. 

But the houses along th^f Vay are poor, violating the riches of the land. 
Old cars sit in the yards. There are, as you were told, lots of Texas licenses. 
They belong to migrant laborers who have come into the area to work; in* the 
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* 

Giuniarra vineyards where die United Farm Workers Organizing Committee 
has a strike in progress, 

> In Arvin, the Jiouscs sit close together; Many streets arc either unpaved or 
tlie pavement stops abruptly 10 or 15 feet away from the yard fences. Old 
cars are parked along the street, wearing out the dry grdss, and dust blossoms 
up as you walk along^ . 

The sun is like a hammer / beating down, yjour eyes squint to protect you 
from it. 1^ 

You go into a restaurant to get out of the sun. Two men sit at the counter 
talking in low tones, complaining about 'something somebody has done. They 
look upland see a stranger, and swivel on the lunch counter seats to direct their 
voices.away.When they pay the check, there is no recognition by the -waitress, 
and no friendliness. You notice that they did not leaver tip. 

You drink your coffee black because the waitress^has disappeared into the 
kitchen witliout serving cream. It is too much trouble to call^hcr back. You can 
hear tfie conversation in the kitchen. She lived in Los Angeles until six months 
ago. She ingoing to leave next week, "I wish I could leave today,'* slie says. 

Finally^ she returns and puts your check on the counter. You leave a tip 
and she seems slirprised,'but plits^t in her pocket. 

Out on the street in the sun again^ you notice the blind windows of tlie 
Sjmpty stores.Tou talk to people, Tliey tell you that one out of every tliree 
people would leave tomorrow if they had anyplace to goJThey tell you that 
all the big farmers care about is cheap labor. They want t^ay everybody the 
samtr wages they pay migrants to cut weeds. 

'The high school has, on only two occasions^ graduated as many as half of 
the number who entered it since it was built, . 

You are told that the police care nothing for the Mexican-Americans, 
..'They'll^ stop u'^figh't between two white nien-but, if they are Mexicans, 
theyMl let them fight until one of them is beaten up before they stop it/' 
A Mexican woman had her litVs savings stolen from her hofne-*— $3,000-— 
and they didn't even try to find it. . * 

You drive out of Arvin„saddened by a city without pride, A city ought to 
bp proud. People ought to be proud, ^ . ♦ 

What kind of city is Dinuba? , ■ ^ ^ • 

A girrin an. insurance office thought for a moment,^ahd answered: "It's 
a good place^t.o bring tip children," » ' 4 

.Dinuba is located in the northwestern corner of Tulare'County. The Sierra 
Nevadas almost evade tlte eye just beyond a curtain of ha2:e, 
. Here, too, you drive throtigh miles of grapes land orchards. But there Is a 
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* difference. Neat, well-cared for homes are frequent, but it is difficult to ask 
P^directions because famil^s are in the^ fields working, and children ^e^n school. 
\ When you find somebody,* the dogs are possessive and lie growling in the dust ^ 
while^you ask. There is a gentleness in the people. They hav^e not yet felt the 
cyclone of dissatisfaction that is turning in the gut of their urban brothers. 
'They look you in the eye, but there is the same friendly superiority expressed 
to the outsider who is lost that is characteristic of country people everywhere. 

There is a look of prosperity about Dinuba. There are nojempty stores on 
main streets^ You go into Mom's Cafe at mid-morning. Mechanics from the. 
Chevtc/let dealer sit around a table talking about a story in the morning paper ^ 
reporting that building trades union members have gotten a new contract in 
the San Francisco area that pays S7.S0jan hour, "If I made $7.50 an hour, I'd , 
work two hours a day," says one, ^ 

When he leaves, he tells a waitress he hopes she has a nice vacation, She'$ 
leaving tomorrow. , ' 

Bob Raison, the editor of the paper, says;. "We're a very law-abiding town. 
I can* call the sheriffs department day after day, and they'll have rapes and 
. robberies on their hot sheet, but none here. They're all in the south part of 
the county," , ■ v 

People don't drink -much in publip in^Dir\uba. When they drink, they 
usually drive to the Redwood Inn over at Spftana. . ' ^ 

"We're trying to keep our kids here," says Clinton Cates, the high school* 
principal. "We've got' some jobs, inrthe phone company, in Pacific Gas'^and 
Electric, and in the yearbook company,'' • ' \^ 

The town lias five parks. They'Ve just finished a new $144,000 recreation 
building in Roosevelt Park. 'Then there *is El Monte Park, Recreation Park, 
Jefferson School Park, and Dinuba Elementary School Park. Expenditures 
per pupil in liigh school in 196^67 were $640.03; in the elementary school, 
$442.25. Fifty^ight percent 6{ the hi^ school graduate^ go on to college, 
*and 25 percent graduate. And the high school operates a continuatton school 
fotthose who drop out. d 

Tom Bivens of the" Chamber of Commerce will fill your "briefcase with 
" leaflets bragging about the town. Dinuba has gained population and is now - 
around 8,000. It has grown since Dr, Goldschmidt made his study, from 
7,400. Arvin has lost population from 6,2pO down to'5,400„It ii a classic 
example of what lies ahead for the communities in rural Anoerica as we change 
from family to corporate agricuhure/ ' ' 
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• ■ * 

CORPORATE HOftSEEOWER 

The Federal trade Commission building in Washington is aa architectural 
monstrosity—rounded at one end, squared at the other to fit its triangle of 
land between Pennsylvania Avenue and Constitution Avenue, a few blocks 
from the Capitol of the United States. At the narrow, rounded end of the 
building are two immense statue$~one on each*side, of a shirtless giant of 
a man attempting to hold, without halter or ro^, a plunging hqrse. * 

The statues?i^ere designed by a young WPA instructor, Mitfhael Lantz.of 
New.RQchelle, Kew*Yprk, and it is easy , to attribute significant meaning to 
them. One can iimgine that the horses represeijt corporate Ainerica. The man, 
enormou^y^mu^Mllar though he is, must^represent the Fecferal Trade Commis* 
sion. They are dramitic, exciting statues. Qut the corporate horses seem bound 
to win. \^ ' o 

If fan)ily agriculture is to be saved, the corporate horses that threatefn to . 
trample it to death, must bn tamed and broken to harness and bit. 

The food industry is tugged as if by a giant magnet into the productive 
mecbanixm of the Nation. As the food distributing or propessing corporation 
develops **nacds" of its own, it must fulfill them. Thus, Ralston-Purina 
becomes the captor of broiler growers. National Tea Company operates its 
own egg farms. The orange juice companies grow their own oranges. ^he great 
competition markets for beef cattle are destroyed. Commodity after com- 
modity falls .before the corporate onslaught. 

How do . these corporations operate? Few more revealing episo^s have 
occurred than> the Federal Trade Conmiission case against the National Tea. 
Company, both for what it revealed about the business logic of National'Tea 
^as well as whatiit showed about the attempts of government to protect the 
public. ' ' - 

Let us look at Docket Nol'7453: United States of America Before Federal 
Trade Commission in the Matter of NATIONAL TEA CO^, a Corporation : ' 
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V // ^INIMNGSAS TO fes FACTS ^ ^ 

. "1. Hie respondent^ National Tfct Company (hefeinafter agmetimes 
'National Tea' or 'National^), is a corporation organized ^ 1902, unde): apd 
* bj^ virtue of the laws of the State of Illinois, with its principal office and place' 
• business located at 1000 North Crosby, Chicago 10, Illinois, It is con-- 
trolled by.Loblaw Grocerterias, Co., Limited, a Canadftin corporation ^d 
subsidiiary of George Wcstj>ii^f1jd\pf Canada, LoWaw Grocerterias of Canada 

\ • purchased a substantial portion of National's common stock in 1955,^As of 
June 1, 1957, it held 34,1 7^c^, the rest bling divided among National's officers 
and directors (1,7^7%) arid s6me 6,000 other stockliolders (64,6%), In 1962, 
after the instant complaint was issued, Loblaw of Canada acquired more 
National stock, bringing the total to approximately 45%, Loblaw of Canada, 
at the time it acquired its controlling interest in National Tea, also controlled 
a New York, corporation, Loblaw, Inc,, wliich operated over 130 food stores 
in western Neve York, Pennsylvani^t, Ohio, and West Virginia, with anjnual. 
sales of over $240 million in 1957, One '^hutidred fifteen of those stores 
located in> the Youngstov^n and Pittsburgh areas, with annual sales of $115 
million, were transferred from Loblaw, Iric,, of New York to National Te^i in 
, 1962. It 'was tills transaction, paid for with National stock, that brought the 
Loblaw of Canada stock'interest in National from approxunately 35% to 45%. 

"2. National Tea operates a chain of retail, self-service, cash and carry food J 
stores dealing in groceries, fresh' fruits, vegetables, bakery and dairy products, 

* " frozen foods,jmeats, poultry, fish and other items. It ,also operates its own meat 
packing plants in Colorado, Minnesota and Michigan; k feed lot for finisljing 
cattle in Colorado; a, general food plant in Chicago that proccssei its private 
brands of coffee, tea, pepper, salad dressing, peanut butter, olives,, preserve^, 
vinegar, syrup, jellies', "soft drinks and detergents; and bakeries located in 
Detroit, Cliicago, Milwaukee, MinfieapoUs, and Denver, In 1959, m^ponderit 
operated 910 retail stores located in 18 stattfs^^ with sales of $829,518,276 
and net income (after** taxes) of $9,025,208 (L09% of sales), Tlie stores pur- 
chased from respondqjit's own manufacturing plants products havjng a whole- 
sale value of $47,498,153, or 6,9%*of the total food products purchased by 
the stores. It also buys in substantial volume from manufacturers who are 
owned or controlled by its parent and stbckholder interests. In addition, 
respgndent retails private label products produced by other food manufacturers 
and processors. In 1958, its purchases of such private label merchandise 
amounted to $62,608,857, or 9,8% of the $638,588,395 the company paid 
for the merchandise it sold' in its retail stores. Altogether, private brand 
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mel^handise accounts for up to 20% of National's total business," i 
aragraph No, 3 set out the^scopel||f the FTC prcfceeding^s follows: 
S./f he relevant lines of commerce involved in this proceeding are the sale 
of gi^ceries and related products^ as a class, and individual grocery and 
relatef products (including fluid milk^artjl cream, frozen desserts, and frozen > 
fruits Wd vegetables) as a class, at the manufacturing, wholesaling, and 
retailini level" • , ^ ^ 

Tiie Wope of the proceeding is important for what it included— and for 
what it i|id not include. Notably, the omission included the company*s "meat 
packing j^^lants in Colorado, Minnesota and Michigan; a feedlot for finishing' 
cattle in C^lorado^^. . . " " ' " 

What nixsi be realized is that these operationf have solid relevancy to the 
welfare of fl|rmers^nd affect the prices they receive for livestock (see Chapter 
II). National Tea eyiHently dijj^not in 1958 operate its own egg farms, as it 
does now. 1 

The FTC md .every reason to include 'these operation^ in its case and 
dould have -w^uked with the Packer^ and Stockyards Division of the U. S, 
^Departhient oft I^bor, 

But, as will be sliown, there is much more abqut the FTC to critize than 
this omission. \ 



ATale of Two Cities * " ■ 

The FTCbrought its case as a result of National Tea's systematic expansion 
program, 'Ftom 195i ^^t^^ 26 acquisitions, becoming the fifth 

largest retail food chain in the Nation, In 1945, H, V. McNamara, a former 
Kroger executive, waff liired as e^jecutive vice president and general manager: 
JBe said candidljf that thc^company intended to expand into ^ill 48 states. In. 
a newspaper account of an interview with McNaaiara in 1954, he was quoted 
^as saying: 'T'his is my Wm and the aim of Garfield Weston, our principal 
stockholdejp. We plan to cover the United States like a book," 

This as the kind of aggressiveness Americans can appirediitc. Jt fits our 
image of pioneering business entclrprisc. But wait, Let*s.see what National 
Tea really hSl in mind, . ' 

Dr/jVillard F. Mueller,: the FTC*s cliief accountant, saidT^heri a firm 
makes a market extension merger into a.new geographical maiket, it buys a 
going concern, it buys in effect a part of that market."- 

What"^ wrong with that? ^ 
. The FTC case found significant differences in the National Tea operation 
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in markets where they had higher percentages of the total business. The 
most interesting comparison was between Memphis and. Denver. In. 1958, 
National Tea had 5.8 percent of the Memphis market; in Denver, 24.1 percent. 
Memghis was not dominated by chains; Denver wjiis. 

In Memphis, gross profit margins (sales price less cost of goods sold) 
ranged from 13.06 cents to 15.49 cents for each dollar of sales. In Denver, 
the gross profit margins ranged from 16.82 cents to 19,70 cents for each 
dollar of sales. The company made mqney in l^nver, and lost money in 
Mempliis. ^ s ' 
* National Tea had significant advantages in Denver. Among these were an 
estimated $300,000 a year in concessions from Beatrice Foods on purchases 
of dairy products. No othet store in the Denver area had anything like this 
kind of competitive adVantageT--averaging about 12,5 percent discount on 
its 'purchases fronj Beatrice/the JFTC said. Discounts and allowances to other 
stores in the Denver area ranged from zero to nine percent, on much lower 
volumes, of course. ' 

The FTC case continues: * 

"57. There is one advantage, however, that National Tea does nox enjoy 
over its independent competitors— superior efficiency. Respondent's officials 
and witnesses have argued repeatedly here-that National Tea Js, iij effect, less 
efficient than its local conipetitors. There is some evidence th^t litis is true. 
For example, in 1959, respondentia Memphis stores, on an average *gross 
profit* margin (difference between cost of goods sold and sales price) of 
some 14.S|i per dollar of sales, had direct store losses of abou^, 564,000. or 
just under l/t per dollar of sales. Average 'overhead* for the Memphis brancft 
in 1959 was 4.7^ per dollar of sales, thus bringing the total loss of the Memphis 
stores to well over 5^ for each dollar of sales. Having Jost more than 5^ on a 
gross margin of 14.5/t, the 'break-even* point for those stores in 1959 would 
have been a markup of some 19%/* , 

Indeed, Nationars policy indicated it h;jd relatively little interest in 
profits in Mtmplus. Its puri)bsc seemed to be to get a larger share of the 
'market. One indication of tiiis purpose was its advertising expenditures. In 
Memphis, National spent 1.09 percent of gross sales on advertising in 1959. 
In Denver, the percentage was only .21. percent. In that year, profits in 
Denver were $1»604»887. In Memphis, losses amoifnted to $1,149,598. 

Taking the two areas, then, the net profit was about $450,000. The 
people of Denver paid substantially higher prices— from 3.76 percent in 
lowest-profit margin- stores \o 4.21 percent in the highest. Avarage it off at 4 
percent and it comes to $2 million extra that National's buyers in Denver 
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paid'^^pr the necessities of life. And the United States of Ajnerica lost 
$1,149,598 in taxable corporation income! 

Just what National Tea had in mind forthe/uture w^s revealed in Watc- 
ment by McNarmara in 1959 while ostensibly calliig for wi end to "below cost" 
pricing. The FTC interpreted Jhe statement to be actually a call for his more 
. vigorous competitors to raise their^priccs: 

"We are hopeful that after the industry has hald an opportunity to«janaly$e 
, earnings for 1958, some offending operators might merchandise with a little 
^ more intelligence in 1959 for the general benefit of the industry, as well as the 
pCibllc. This is essential to the improvement of eirnin^s, the protection of 
investment and the steady growth of the industry. In our opinion, a profit 
margin of 1^4 cents out of the sales dollar would be fair to everybody, 
operators, shareholders and consumers alike,^' 

The basic question then for the American people to answer is: Was it 
worth this much to 'finance National Tea's attempt to get control of the 
grocery business in Memphis? 

. How much is it costing America.^ finance National Tea's egg farming 
bujiness in Wisconsin and in n^ois? And at what* cost to farm families who 
must look elsewhere for their opportunities? • 

And then there is an even broader issue. . " 

Dr* Mueller gay;e the following expert opinion on the significance of wliat 
was goingK)n in the food retailing industry; * . 

"If the top 20' chains of 1960 and all other chains with 1 1 or more stores 
were to^ continue to expand their market shares at*tlic respective rates v/lii<Jh 
they experienced between 1954 and 1958,, by about 1984 chains of 11 oi>e^ 
more stores (about 180 of them) would be doing/all of the grocery stori 
business, witji the top 20 of 1960 doing 84 percent and all others 1 6 percent/' 
Considering the aheady enormous buying power of the supermarkets, what 
would tliis mean to farmers? ^ 

We knpwin theory what it could mean (see Chapter 11), and we know in 
practice what it did mean, Denver is the scene of the action, wliere National 
♦ I Teaownedafcedlot and the biggest slice of the retail market. ' 
, In January, 1963, the price of choice steers was'skidding downward. The 
^ price had been 29 cents a pound in the previous November, but less than 
200 a week were being bought from farmers on the Denver market. The rest 
were coming from the supermarket-dominated or supermarket-owned fecdlots. 
Quite naturally, with so few being bought on the open, competitive market, 
the price began to go down. By the third week in January, the price was down 
to 25 cents a pound. This was apparently the magic price, because in tliat 
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week chain store purchases in the open market suddenly -jumped to more 
than 700 head. The week before^ the figure, was below 300 head. But prices 
were on a toboggan slide downhill. The first week in February, they Were' 
under 24 cents a pound, and the supermarkets bought 1, 24& choice steers iri^ 
the terminal market in DeYiver. 

Prices skidded downward to 22 cents a pound until the first ^eek in 
March, when they began clunbing. By the first week in April, pirices had 
gone back up almost to 24 cents. The supermarkets just stayed away from ^ 
the markct^tircly that week and the next week bought less than a dozen 
hcad» It triggered^ disastrous decline in prices that didn^t stop until the first 
week in May when choice steers were selling at 21 cents a pound. Wouldn't 
you know it? The supermarkets in that week bought 700 head in the terminal 
market. In the last week in May, purchases by the supermarkets went all the 
way up to 865 head. It ^was not to be that liigh again during 1963. Prices 
climbed back to 25 ceht^ in early July. But again, the supermarkets stayed in 
their ownvfccdlots, oi;^inarily buying about .100 head a* week. The market 
began skidding once more, and by^mid-December was once, more at the 21- 
Ipnt low. 

What was happening to the'price of beef at the. grocery counter during tliis 
period? Price?^ hardly changed at alL Round 'steak sold fo'l5^$L20 a pound in 
Denver from raid-February until December -witjiout any change whatever. 
Sirloin remained virtually the same, and tliere was no relation to prices 
farmers were getting. Indeed, in tly middle of the disastrous July to 
December, 1963 decline (when prices to farmers were'^ping from 25 cents 
down to 21 cents), the price of sirloin climbed* upward to $1«10 a pound at 
the grocery tounter and 'taycd there from August to November. , 

Angus McDonald, the Research Director of the National Farmers Union, 
estimated that Denver consumers paid at least $4 million niprc for foad than 
they should have! 

And m that same year, United States livestock producers lost an estimated * 
$2 billion! - ; ^ / ^ 

Let us ponder these facts as we examine the action of the Federal Trade 
Commission in the matf cr of the National Tea Company. Remember, the 
FTC did not even include the feedlot operations in the scope pf its case. At 
the time^ thctfc^wls discuHion in the lower reaches of the FTC staff that tlUs 
angle^l should be explored. But-» unaccountably (as such things happen in 
Wa^/ungton when big issues and big corporations are joined), thsft part of the 
Qist was not pursued. ^ , 

What the FTC did was enjoin National Tea from purchasing any more food 
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S/ stores for: ten years ^'without prior approyalO^ Federal Trade CommiS' • - * 

V Again, what the FtC did not do is as important, if not more so, than what ^ 
^ ' it did do/It did rift^^^^ for example. ' _ 

^> questioa ;about it-r^those horses pliinging Gifi the statues outside the * ^ 
•'Federal Trade Commisaon building a^^ 

■ - ' -.s ' '. '■ ■ ^ . ' <i, ■ . ' . . • ■ ■; 
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John A : Rrestbo, staff reporter of the Wall Street Jourmly said candidly in 
: a report^on August ^,1967: / ^ • ' ^' 

/There seems to be little chance of stopping*the trend to'coiporMe owner- 
ships however Jt!s already weltestabUshed in some segmeats of agriculture and 
it^s^apidiy spre-^ding to others. About 40% of the estimated 2.7 billion broiler 
^chickens to be produped in the S. this year, for instance, will come from 
highly automated, faictofyrlike farms nm by a do?en big corporations sucU as 
Ralston Purin?i^ Co., Kllsbury Co., Swift &,Co., and Textron^ Inc. Similarly, 
Ifig canners like Minute Maid Groves Corp^*, a subsidiary of Coca Cola Co., 
and Libby-McNeill & libby now own an estimated 20% of Florida's citrus 
groves, compared with less tfian 1-% in 1960. 

"Many companies until, recently limited theiSr farm operations to such 
, lines as egg, poultry and cattle production, which *can be automa^d and 
• Vs3(stematically organized with relative ease. But new machines arid chemicals 
that boost the yield to heretofore low-profit row crops like corn and soybeans 
have prompted companies to bepn growing them as we^^^ . \ 
' Wallace's Farmer commented on February 24, 1968 that: 
^ *The broiler industry is now highly, integrated, and it remains, a sick, 
unprofitable^ business- But the big companies that integrated it can continue 
to take lo^s on their broiler business for manjft years; Sooner or later things 
will shake down to a handful of big operators. Then they'll be in position to^ 
get control of production and force prices up to profitable leveb." 

Whq ever heard of reduced competition meanin'g lower prices? — for long,: 
that is. ■ / 

Senator George McGqvgrn (D-S. D.) told the *1968 convention of the 
*^Nati<5nal Farmers Union at Minneapolis that: " 

**If I were a Martian wl\o had ^been asked to rocket over to earth and 
address a farm meeting in the United States of America this evening, there 
would be one chance in ten that hshould open by saying: *Mr. Chairman and 
members of the Board/ f ^ ' * 

"A little niore than 10 percent of agricultural production i$ this country 
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is now by co^po^ations^ ^ ♦ 

•There would be about twice as much chance, one iif five, -that I should 
open by saying : ' Mayor, and residents of urban America. . / 

"Out of three million farm income tax returns in« 1965, there were 680,000 
. or 22 percent filed by people who deducted farm losses from non-farm income 
and still had some income tax to pay on their non-^farm income. That included 
96 percent of all persons who paid oh $1 million, income or more, 84 percent 
of thbse who had $5ipp,6oO to $1,500,0,00 income, and 73 percent of those 
with'$l'00,000 to $500,000 income." . 
' What is occurring in rural America is not as apparent as changes in other 
' segments of the society. 

When "a new process displaces a few hundred factory workers, or a factory 
owner decides to move or close down, it makes a graphic impression. The 
newspapers take up the cause. They interview the displaced workers. They 
photograph the darkened factory. The chambe^ of commerce looks for a 
-new industry. 

But when low prices or a new gadget attached to a tractor throw thousands 
of farm hands out of employment, the tragedy is seldom visible. They are not 
all bunched in one area. Displaced. faiTm families vanish one by one into the 
obscurity of the city or* into the misery of a back street in the nearest small 
town, % 

The consequences of the change is not merely social, of course. It is physical. 
As has been mentioned pr eviously, the 'land and wzftfer resources are being 
depleted. It would not be excusable even if comhiunities we^e being helped.. 

But here is one' example, ^ . 

^ Self-propelled irrigation is'spteading. One automated system irrigates 133 
acres at a time. But it is the most intensive kind of fariping known to man. 

A glowing rejport appeared in tlit Platte Valley* (Uth,) Farmer Stocl^man in 
July, 1968, telling of the installation of many systems in Holt County, 
Nebraska. The^ issue also had substantial advertising lineage from irrigation 
companies, of course, » 

The publication reported m the heavy investment-required and the higher 
yields that occurred, _ " , ^ 

But it continued: ^ 

"But they (cbfTservatipnists) are concerned about the creation of seveife 
erosion, since some of the slopes border on 15 degrees or better," 
^The story did not comment further on this alarming possibility. 
Further in the story, another revealing paragraph occurred: ^ 
"Surprisingly , the big chaiige in the look and mode of farming and ranching 
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has not yet inadc a significant boom for the area in general. Like most rural 
Nebraska counties, Holt County is gradually losing population." 

We "Have discussed the effects of the corporate iriVasion in the rural areas. - 
, But these effects are being felt elsewhere, too. Assistant Secretary of Agricul- 
ture John Baker told the Presidents Commission <?n Civil Disorders pit 
November 2, 1967: ! 

"Past developments and trends in riSlral America— particularly on our 
fsQrms— are directly related io^ ^d ^xe some of the fundamental causes of, 
urban civil disorder. Those o^ us V/ho have been close to agriculture over the . 
years have seen the inexorable thAist Of modern technology and organization 

* HteraUy overwhelm milUons-of famines— wWte a^ 

side— —force them off the land and into the to^s and cities, where both v 
white and Negro add to the overcrowding that leads to explosion." \ 

It is not merely a matter of overcfowdfng. The migration to the city 
invdlves a painful readjustment. 

Baker commented further before jthe Senate Select Committee on SmIaU 
Business, Subcommittee on Financing and Investment on June 27,. 1968: \ 
' 'iThey say goodbye to old friends, sever lifelong church aTfifiliations, and\ 
leave behind family hom es and familiar surroundings. In tlie cities,, they are 
forced to make further sacrifices. No longer can tiiey roam flowntowh side- '\\ 
walks and parks without fear. They have to rise earlier in the morning,' drive 
> > fartherto work, and return home later at .night, giving them less time to spend 
with their families. They have to cope with all, the problems that come, from 
having too many peopte in ipo little sp*ace— increased traffic, smog, inner 
city decay, the loss of individuality, rising tax riates, more demands and less 
incentive or purpose.'* . 

Is this the direction we want to go? 

The parbage Can Horizon , 

' . " ■■ ' 

. secretary of, Agriculture Orville Freeman^cites the*disappearance of three 

million farm* from 1945 to 1955, the migration of 20 million 1[>eople from the 

country to the city^ and the submigration of a third of the cities' •original . 

population ta the suburbs. * ' ^ 

Then, he said: 

"A generation passe d, and more ; a generatio n that had firsthand experience 

• with the cockroach and'^the rat — -but had never, many of them, seen a butter- 
fly; whose view was bounded by garbage cans and concrete, but who had never 
seen a tree or an open field. 

ERIC / S 2i?^v • / 
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i . Who had lost, most damning of all, that one Jtem that mado the 
hardship^ofancarlie^frontier bearable .hope,'' 

What Is hajppening is damaging the body an Asoul of Ameriqa, 
^We iyust recognize that the ins^tutional values of the corporation are 
incohsisienli withMhe welfare of rural -America, And they are gathering , 
rtrengtH rapidly, 

* * * Do not imagine that the c!SH|jorate system is merely one of aggressive 
investcks- who make it big, Jhe ownership of most of the big corporations lies 
in othtr corporations. The Subcommittee on Domestic Finance of the House 
Baiikiig and Currency Committee says too much of the ownership and control 
. iieiin the big banks. In two massive volumes issued on July 9, 1968, this sub- 
* comn^ttee, headed by Congressman Wright Patman (I>Tex.), said that banks 
control much of the iNation's business through direct ownership, interlocking 
'^directorships, administering trust funds, and other ways, 
' The subcommittee looked at the 20 largest companies and found 23 inter-, 
locks with the directors of banks. 

The most massive, from the standpoint of control, seemed to be the 
Morgan Guaranty Trust Company of New York, This bank had interlocking 
directorship;^ administered employee benefit funds with common stock, or 
' own6d stoclc in National Dairy Products Company, General Foods Corpora- 
^ ■ tion, Campbell Soup Company ^taijdard Brands, and the Great Atlantic and 
^ ' Pacific Tea Company. 

■ / Of further interest to farmers, it owns eight percent of the common stock 

- ^ of Deere and Company, • * ' \ 

/~ * Noi; is interest in food companies confined to^ Morgan Guaranty Trust, of 
. / course^ Chase Manhattan Bank of New. York has interests of one kind or • 
another^ Safeway Stores, Inc., Grand Union Co., Purity Stores, Inc., and 
tl^e International Basic Economy Corporation, which operates table egg and ^ 
. broiler breeder operations in the United States and 25 other countries. 
Of 49 big banks surveyed by the subconmiittee, they found: 
/ Fourteen director interlocks in canning and preserving fruits and vegetables, . 
14 employee benefit accotints,"" and 8 instances where the bank owned 5 
percent or more common stock; . ^ ^ " 

^ In Vocery .and niisccllaneous food stores, 17 interlocks, 16 employee 
benefit accounts, and 11 instances where the bartk^ned at least 5 percent 
of the cbnjmon stock, , . * 

^^Y^- 60-133 6 - 72 • pi. 3 - 14 # 
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Other categories were: i ' ^ 

i V ' Owned Over 

Employee Benefit 5% Common 



. . 1 - 


Interlocks 
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Stock 


Meat products 1 
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Dairy products 
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Grain mill products * 
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Textile mill products 
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Groceries and related 








products— wholesale' 
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When the subcoihmittee finished the survey of the 49 banks, they found 
interests in hundreds of coirporations in 132 categories of industry^ — with a 
total of 1,062 interlocking directorships, 1,251 employee benefit ftinds 
administered by the banks> and 707 instances where the banks owned or 
controlled more than 5 percent of the common stock. 

The subcommittee -staff .s;^id the labyrinthine links among banks and 
non-financial institutions raise serious questions of conflict of interest and" 
anti-competitive practices. 

On the saitie: day that the subcommittee's report was publicized and 
Congressman Pitman was calling for an FTC investigation, the New York 
Times reported gains in the earnings of Morgan Guaranty Trust Company, 
Net operating earnings during the first half of 1968 for Morgan was 10.86 
percent on equity. Morgan has trust assets of $16.8 billion. It also owns 
interests in five other big New York City banks, and its operative power is' 
impossible to'tstimate. ' 



........ . - ..^ ......... ^ . 

Investment letters tell of the purpose of the conglomerate m^gers-- 
attempting "to control their environment rather than be controlled by ivj^ 

One jetter cited the growth of one such conglomerate, the Ogden Corpora- 
tion— ^th substantial holdings in food: 'This growth has.bcen accomplished 
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. ^ thiopgh a willingness to utilize financial leverage and acquisitions." * 
/ On My 10, 1968, tins, Washington Star quoted a Chicago-based financial 
consulting firm specializing in mergers and acquisitions that during the first' 
six monthsof 1968 there were "a record 1,703 corporate consolidations— up 
420*3 percent oyer the 1 ,416 reported for the comparable 1967 period/* ^ ^ 

But the clo^c relationship of business and politics was emphasized on that 
sima dty vvlien Dtn Dorfh^ 

cbnununity's reaction to tlie Federal Jradet^ommission's announcement that . 
it was going 'to" investigate the conglomerate merger trend. "It's going to be a 
^ * lousy day, I think practically all the conglpmeratejjtocks will take a beating/* 

! , "^But Walj^ Street has considerable confidence in its ability to^deal with the 
vicilssitudds of politics and, although conglomerate stocks did decline the day 
after the FTC announcement, said Dorfman, "the*overall losses weren't as 
severe as he anticipated," . ' , , • 

One analyst referred to the FTC study as merely "psychological warfare'- 
wi{h the conglomerates and ^ not to be taken too seriously, "Fifst, there's a • 
study t'o Jje completed, and then there's the question of passing legislation," 
the ianalyst observed. As television's Maxwell Smart would say, "It's the old- 
stydy-andrqucstiort-of-passinjg-legislationgame/' ' 
. ' SttJrecy is the code of the big corporations. The' Wall Street Journal 
..reported on June 27, 1968 that CBK,Tnc. had rec^ved approval from the 
Sccurites and Exchange Commission to omit quarterly financial statements. ^ 
The reason? "Because of the change in its pperations from diversified manu- v 
^ *facturing to farming,'^' said i\it Journal The report continued;. 
' VCBK said it also was considering asking the SEC for permission to omit 

semiannual reports, but a decision hadn't been reached, CBK said interim ' 
reports for a farming company tend to be meaningless because of the seasonal 
nature of crop harvests," * 
. ^ They tell as little as possible about their operations. And what they tell 
^ does not always square with the facts. 

Hal Dean, chaicman of the board and president of the Ralston Puriita 
Co. discussed , his corporation's business in an airticle digested in June 1, 

• \ 1968 issue of "FeiJdstuffs"'from L,talk he mad^to tMS 60th annual conven- 

* ijixon of the American Feed Manufacturers Association. He admitted that "of 

course" the broiler business is almost totally integrated, 

"But in other cla'sses of livestock and poultry production I would make this 
categorical statement. Our Chow division is dedicated to perpetuating thc^ 
indep enden Lproducef, RjlstonJPurmaX ^^ lias no interest whatsoever 
4 in, moving in the direction_of^jj(^orate^^^^^^ itself. We do not desire 

ER?C > ■ 2il.. , 
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But heconrinued to explain tliat Ralston 'Purina's "involvement in ventures/" 
of tliis jcind represents our determination to know intimatoly the business of 
this new customer of ours from tjie most realistic anO pr^tical vantage point . 
possible.** And he explained that research no longer involves itself exclusively 
with nutfition that will grow a steer most economically or with methods that 
will produce a ton of feed with the fewest man hours. ^ ^ 

'These are still itiji»ortant, but feed industry research today is also con- 
cerned wifli the housewife*s preferences in the kinds of meat or milk or eggs 
she wants . . So the feed man today is essentially a food man, too— -a 
■ creative part of this vast and interrelated complex.'* 
Wliat is he actually saying? 

It sounds like "ground-to-grocery-counter** int^egration. , ' 

growing cuncern ts leading some to suggest tliat corpor;ltions are going to - 
hav? to start acting like the public entities they are - and disclosing informa- 
tion that affects the public interest! The Christian Sqicnce Monitor reported 
on June 25, 1968 that therej^ considerable "resistance** on the part of con- 
glomefafe corpdratiohs to the idea of dtsejosing such information as gross and 
profits in ea^h afea of operation, despite a recommendation of the Financial 
Executives Institute that additional disclosures would be iji the public interest. 
The Securities and Exchange Commission has the power to prescribe dis- 
closure Tequirejnents. "But, said the Monitor, "there is every indipation tliat 
it prefers the institute*s kind of public prodding to rule making in -this con- 
troversial area.** _ ' - 
;The level of morality of the food processors is shocking. 
• The "U. S. Consumer,** a Wasliington newsletter published by Consumer 
News, Incy reported in its June 26, 1 968 issue on how beverage^manufac^irers ' 
were deluding the public with diluted drmks. The Food and Drug Adminis- . 
tratiou had the temerity to propose that percentages of genuine fruit juice be 
labelled on containers. ' . 
The newsletter said: . 

*The sudden flood of protests from industry source^ was not surprising, 
H)ut it makes for intef-esting reading because it shows how thoroughly the 
public , is being gypped and misled on these products. One company cited a 
study by the University of Maryland in 1963 indicating that so-called *juice 
drinks* contained only 25^;; to 37% orjingfc juice. The company added: 'Any 
juice above the 37(7 level added nothing in the way of quality or acceptability 
to the. finished products.* . . , If you look at the list of ingredients, you*ll find 
that sugar and water lead the parade; of which you can add much more 
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cheaply at home," . ' ; • ^ ' ^ 

But it is npt only consumers who are being gypped. The impersonal 
economic pressures create a system based on exploitation of the weak, 
wherever they a* found. Add to this inevitabfe pressure of economics a dash 
of racial or relijfeious prejudice and you have a recipe tot the most brutal kind 
of exptoitation. ' . • 

And thus, in. The Denver Post on Sunday, June 9, 1968, was a long story 
about Uie workers in the sugar beet fields. Owners said there wis no need to, 
provide restrooms becuase the workers wouldn't bother to avail themselves of 
such privacies. This incredible argument was given in the face of a firsthand 
observation by a sociologist who stated that the Mexican-Americans were not 
less modest, but more modest than most Ameriqins, * 

But such logic is all right in the' system, * 

DennisFarney.staff reporter of the Wall Street Journal visited Cottonwood 
Falls, Kansas, On July 11, 1968, Farney's story began: *'*This town is dying, 
A visitor can sense it in the* two minutes it takes to drive through the town's 
business district^*' . * 

Farney did not relate the decline of Cottonwood Falls to corporation 
farming, but he told a story of cor'porate failure to deal with the prjtelem. 
Local businessmen had tried in vain to follow the myth of industrialization. 

**Emulating numerous other small towns, they formed the Chase County a 
Economic Development Corporation, hoping *to attract new industry here," 
Slid Farjncy. / 

They .bought a nine-adre industriaKsile^^They tried t(/ raise $50,000, but 
had a "hell of a time" rafcing^SS^SOO. The industrial site is still vacant. 

The. Wall Sireet Jdurnal story iV a long one. If it occurred to anyone in 
Cottonwood Falls th^ their problems arc related to the changing patterns of ^ 
agriculture, it was not reported^ 

In that sarnc issue o{ the Wall Street Journal were other stories that 
revealc^ interesting comparisons between rural and urban, agricultural and 
industrial, America. • 

"Steel prices, users agree, seem certain to rise this fall," said one^story, 
*The only question , , ♦ is how big the increase Will be." ' ^ 

Ralpli Nader said General Motors Corporation was a "classic candidate" 
for antitrust action, Nader said the General Motors' profits after taxes 
averaged 22.7 percent return on net worth from 1947 to-1966. 
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The, International Longshoremen's Association^ bargaining in dignit;^ and 
elevating every oiie of its members to the first-class citizenship that comes when 
he talks as an approximate equal to the man who buys the product he has to 
5ell(hislabor), opened contract talks. The union asked the New York Shipping 
Association, representing the cargo lines, for 'wages of $6 an hour an^ a six- 
' hour day, the Wall Street Journal tejpoit^d. 

In Denver, the Oil, Chemical and Atomic Workers International Union— - 
aKo giving its members the feeling that they have a measure of control over * 
their wages and working conditions-^ said;it woillTd ask^the oil industry for 
wage increases totaling 72 cents an hodf and other improvements. 

General Electric Company received defense contracts tqtaling $44,2 million. 
Sperry Rand Corporation received contracts of $ 12.2 million. . 

It? the samp issiie, United Press International reported that.^ic Senate 
Agriculture Committee approved a four-year extension of the present farm 
program. ^ \ , ^ • . 

There was no comment about this renewal of the agricultural program to 
suggest that such quadrennial deliberations would be much more appropriate 
in such matters as the oil depletion allowance. Periodic consideration should 
be related to clfanging needs of the Nation, not to the cliangingmind of the 
Congress, as related, for example, to the budget, war ncjds, etc. 

Despite, the preponderant evidence that agriculture is in trouble— the 
declining population','ppor housing and deteriorating community services, the 
growing concentration of ownership-- there are those who say that cvcrytliing 
is really all riglit. » 

The most sopliisticated defenders of things as they arc argue that cvcry- 
lliing must be all rigft because we are still producing more than we need, and 
the country is in great shape. Where arc the signs of trouble? ^ r 

Even thougli there" is much affluence about, tliis "best of all possible 
worlds" assessment of American prosperity doesn't hold 'ujp. Ferdinand 
Lundberg in liis book, **Thc Rich and the Super Rich," cxplojlcs the myth in 
liis first sentence: i 

"Most Americans— citizens of the wealthiest, most powerful and most 
ideal-swathed country in the wortd -by a very wide margin own nothing 
more than their household goods, a few glittering gadgets such as automo- 
biles and television sets (usually purchased on the installment plan, many at 
second hand) and the clothes on their backs," * 

Further on he says: 

. . With only 19.1 percent of over-age males having a gross income above 
t$4,000 and 7.1 percent of retired females above S3,000, economic success 
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does not appear to have crby/ned the efforts of most survivors in the*most 
.opulent land ever known in history," * • ^ ■ , 

But, $iy the defenders of the new corporate realism, 'tjiat sunply proves 
that farmers know what they*ye doing when they fight so hard to stay on the 
land. It really is a better life, and they niade their chdice. * * 

* . Not true, . There is no real choice for the farmer in his decision to stay in a 
' t ^ ramshackle house, subsisting on poverty income, sending his children to schools 

that do not prepare them for the facts of life in these Vnited States.'It is not 
^ *a choice in the «nse that tiie urban citizen can make , The farmer is less mobile, 

less equipped to make a living, elsewhere, less accustomed to the uncertainties 
of a new environment. Perhaps the most im^gjgtant reason he stays is that he 
has been systematically deprived of training f6?*the new America as a result 
. / of the inferior educational system, ' ! ^ 

The defenders of things as they are will admit that the educational system 
is inferior^iid that is one reason, they say, for the "efficiency gap." In no 
industry in Americk is the difference so great.between the least efficient and 
f the most efficient. And, they hasten to *point out, the most -efficient are 

making it— living in ni(ft homes, cScnding their kids to college^ and going to 
Flordia in the winter. 

What the ^defenders fail to mention is that in no other major industry in 
this country is the market geared to the most efficient. Why shouldn't the 
.most efficient farmer hav? a chance to get really rich, as the manufacturer 
who develops the most efficient way to make fountain 'pens, reinforcement 
compenents for concrete, or plastic toys? Or, we hasten to add, as rich as the 
efficient seller of the farmer's products in giant supermarkets? A farmer who 
equals the kind of efficiency that brings wealth in other industries only 
^ ' manages to achieve a slightly more advanced stage of security for liis f amily— 
not wealth by the standards of urban Annerica, 

Tliis ingenuity .of the most efficient is^a source of great comfort to the 

• defenders of this best of all possible worlds. It is impressive, of course. An 
entire publisliing business-— the farm press— has grown up around it, report- 
ing .the inventiveness of these "most efficient** farmers. It is thrilling, of 
course, to realize that a few are so ingenious and able. But it is like trying to 
diagnose an epidemic by examining those who have a resistance .to the disease. 
* And Uic defendcts.go on to comment wryly: "Well, it*s all right to let the 
corporations liave a try at farming. They're going to fail. They can't match 
tliis American farmer who knows the soil, the productive process, and the 
eccentricities of his thyn area. 

Perhaps. But let us be quick to recognize that the corporate farm may 
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^ establish its own rules. Corporate giantism docs not lead to efficiency any- 
where in the economy. Quite the opposite. It* makes up for its inefficiencies 
with power, and it makes the society accept it. It may be, however, that 
America won't settle for corporate'inefflciency in its vital food and fiber 
industry, > 
. But in the process of failing, the corporations will have destroyed rural 
America as we know it. The farm family will be trying to make it in the city.,- 
The small towns will be reduced to crossroads filling stations.'The rural base 
of our dcmc^cratic institutions \Vill have rotted away.' 

Faced with such arguments, the defenders often fall back on the question 
of whether it's actually liappcning. If the future is uncertain, why do the 
corporations want into farming anyway? 

What are the real motives of the corporations? They don't need the profits. 
Arc profits ever enough? 

An important motive seems to be continuity* America has protected its 
corporations, subsidized them, financed them with tax incentives, made them 
secure. They are now making long-term plans, looking for ways to strengthen 
their position— thus the trend to conglomeration. 

It is obvious to everybody that land, when you consider the growing 
population, is getting scarcer. It takes little imagination to decide that a 
scarce item is a valuable item. Then, too, there is jj^ysticism of the ages that 
glamorizes land ownersliip. 

Tlie defenders of tlie faith in corporate America argue cynically: *'Why, 
you want to roll back the calendar. You pretend to be a liberal, but you are 
actually a cohservative, even a reactionarj*/' 

Such nonsense hardly deserves a reply. It is like saying that anyone who 
yearns for freedom -someUting our founding fathers talked about— is a 
reactionary who opposes change. 

The linear view of liistory is invalid. History does not move in a straight 
line from one inevitability to another. Nor is attitude about movement a 
reliable indicator of liberalism or conservatism. Movement to something new 
Js not necessarily forward, nor is it progressive. 

There is much discussion these diiys over the rights of people vs. the rights 
of property. Those on the side of property rights are immediately suspect. 
Some of the defenders of the corporate faith, in their zeal, gleefully lump the 
' fanner who .wants to own tlic land he farms into the same group ts the true 
believer in the sanctity and inviolability of private properly, even when human 
riglits are in conflict. This dangerously simplistic argument ignores a basic 
assumption in the political pattern of American society, iames Madison's 
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main -conception was that all citizens would be possessed of' an interest., He 
listed prop^ty owners, creditofs, land owners, njanufacturcrs, and others as 
examplffs. He was also concerned about those without property. They have no 
interest in the^society until, as Andrew Hacker points Qut, "they organize a 
party whose aim is to socialize private property.** 

Is this what the defenders of the corporate fiith have in mind? Not likely. 
Then aren't they on the wrong track? • . 

The concentration of farms into corporate hands creates more people with- 
out an. "interest" in rural America. Thus, the real revolutionaries of our 
society may be the corporate defenders who are pushing us inevitably closer 
to the day when the propertyless will' seek to devetop an interest the 
society by socializing the pibperty. 

It worlcs in a varibty of ways. 

It weakens the faith of tlie people in tlie very processes of our government^. 
The effect of the creation of such enormous farming enterprises, for example, 
has been to remove the ceiling from the amount of public subsidy such a 
corporation can receive. Farmers in the San Joaquin Valley of California liad 
a subject for discussion on May 27, 1968, when tiiey read in their newspapers 
an article by Leo Rennert, a McClatcliy newspapers staff writer: 

•Three. San Joaquin Valley farms led the nation last year in qualifying for 
S8.25 million in agricultural subsidy payments. The subsidies earned by 
growers who agree to limit crop production went to: 

*The J, G. Boswell Co., Kings County, $4,091,818. ^ 

"RanchoSan Antonio, Fresno County, $2,663,668. 

"South Lake Farms, Icings County, $1,304,093." 

But these giant agricultural enterprises get another kind of subsidy that 
over the years may be larger. Tliis subsidy is in the form of water carried to 
them at a cost to the public that can run as high as $1 ,000 an acre. 

Dr*. Paul Taylor of Berkeley , California, the distinguished'Professor Emeritus 
of Economics in the University of California, has fought gaHantly against it. " 
The law is on liis side, requiring that such subsidies consist of only enough 
water for 160 acres per person, or 320 acres for a man and his wife, for 
example. But the 160-acre limitation lias not been enforced. Dr. Taylorli 
reason for supporting the li60-acre limitation is as follows: 

'Tliat purpose is to place a ceiling, which in California's Central Valley/ 
can now be estimated at about $160,000 on the amount of public subsidy 
that an individual landowner may lawfully receive (160 acres at $1,000 an 
acre), and a ceiling of about $320,000 on the subsidy received there by man 
and wife.. Have modern conditions made ceilings of $160,000 and $320,000 
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unreisonablft jind consequently archaic?** - 

How long will the public stand for million<ollar subsidies? \ 
Consider the statement of President Theodore Roosevelt before the 
- Commonwealth Club of California in 1911. It was Roosevelt who inspired 
the 160-acrc4imitation in the Reclamation liw of 1902: 

*'Now I have stuck the crux of my appeal (for the 160-acre limitation). I 
• wish to save the very wealthy men of this^country and their advocates and 
upholders from the ruin tfiat they would bring upon themselves if they were 
pcrmittedto have their way. It is because I am against revolution; it is because 
I. am against the doctrines of the Extremists, of the Socialists; it is because 
I wish to see this country of ours continued as a genuine democracy; it is 
.because I distruct violence and disbelieve in it; It is because I wish to secure 
tills country against ever seeing a time when fhe *have-nots* shall rise against 
theNhaves*; it is because I wish to secure for our. children and our grand- 
children and for their cliildren's children the same freedom of opportuntiy, 
the same peace and order and justice that wc have had in 'the past " 

But the 160-acre limitation has been ignored. We are steadily, inevitably 
moving closer to the day when the "have n&ts" .will rise against the "liaves." 

The Cart is Before th e Horse 

There is much discussion about^he distribution of food in the rural areas, 
I* • ' 
a crash program that is undoubtedly needed. 

But distributing food to keep Negroes on farms is putting the art before 

the horse, if anything beyond prevention of malnutrition and starvation is 

the goal Prevention of malnutrition and starvation is certainly a worthy 

goal. But a meaningful program must include chanpng the pattern of owner- 

f ship of the land and increases in farm commodity prices. When that occurs, 

Negroes—and whites — -will stay on the farms and pay their own grocery 

bnls, as well as taxes. ' 

' Distributing land, not food, would do more to preicrve our democratic 
institutions. Distributing ^wer to control fhe factors th^t affect our lives, 
not concentrating those factors in corporate hands, is the answer. It is not 
only the poor in rural America who are disjoined and disenfranchised in the 
society, 

' In *The Corporation Take-Over Andrew Hacjcer obsen^es: 

*\ . . In our'time, the characteristic institution 4S the corporation. The 
emerging middle class is a corporate creation. The corporation has raised 
these people from a lower stratum and has endowed them with t middle 
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class self image and middle class expectations. The corporation has trafts- 
formed the small town ajid has brought the suburb into being. It has ironed 
out, sectional differences and made us into a nation. But national citizenship 
feniaiiw^' unworkable concept because the individual requires a smaller 
gr<mp setting jf he Is to achieve a sense of community . . *The corporation has 
certainly ncfl set out to weakenrthe foundations of democratic politics, but', 
its gro\yth as the characteristic institution of our time is' having this con^ 
4sequence/' . , . ^ 

Is Hacker a conservative because he wants to preserve that **smaller group 
setting" of rural Americar that gives citizens a sense of community? 

So all rigfxt, say the defenders^ let the farmer preserve rural America; If he 
is as ingenious, adapt.able, and such.a valuable resource in America, then he will 
prove it by surviving.* The assumption that farmers can solve their oWn 
problems is as false as assuming that a lamb can survive in a meadow. However 
nutritious the grass and however agile the lamb, it depends on how swift are 
th€ predators. 

The American Farm Bureau Federation, the land grant .university 
economists, and the most sophisticated defender of all, the Farm Journal, cites 
one-by-one the Federal farm' programs and says they aren't doing the job, 
ignoring the fact that most of them have been systematically weakened by 
people who didn't believe in them in the^rst place: ; 

Farmers themselves become victims of the propaganda mills of the big ' 
corporations. And thus, Faan Journal reports disillusionment "over federal 
action programs." Naturally, they haven't worked asAvell as they should have/ 

For^example, the Farm Journal editor, Lane Pahner, cites as an example 
of government failure: p / ^ 

. . ithas now been more than 15 years since thistountry launched the 
Point ly program of technical aid to underdeveloped countries. We have sent 
billions of dollars and thousands of engineers, agronomists and Extension 
workers— sometime^ depleting our own Land Grant College staffs. But 
at an Irtternational Agri-Business conference recently, I found a mood of* 
deepening crisis. By almost any measure; the'^conomic gap between the 
developed and ur^eveloped countries is widening." - 

Of course the gap is widening. But to hold the half-hearted feint IV 
program of the United States responsible is cynical and' ridiculous. What 
would have happened if this small effort had not been made? 
-In fact, this whole line of syllogistic reasoning permeates muchof^^the 
discussion of our farm policy. It goes l^e this: WeVe had governnfjjlit pro- 
grams for over 30 years. Still, farmers aren't doingverY well. Therefore, let's. 
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do away with government programs., ' 

It would be much nearer to the truth to recognize that our government ^ 
programs — ^though they have failed to bring prosperity and stability to rural 
America-^— have staved off disasterv Therefore^ iQt's strengthen them. * • 

Much of the advice the farmer gets is based on the eftbneous assumption 
that the law of supply and demand always works. That's what the supply 
management programs are alj aboOt, But such things as packer feeding, con- 
centration of buying power in such huge economic combintis as the super- 
markets, and tiie pressure to sell perishables, interfere with the law of supply 
and demand. Supply control alone simply does not result in higher prices for 
f^rm products, ; 
. Neither does efficiency of production g;uarantee a profit. 

Palmer, addressing a meeting of the Western Farmers Association on 
February 8, 1968i said: 

"At a breakfast with the National Future Farmers of America officers the 
other morning, I was pleased to hear a young man from a Wisconsin dairy 
farm say: There^'s only ope thing we can do about imitation milk- — learn 
how to compete with it!' " 

This is a dangerous over-simplification. Learning how to "compete," in .the 
oontext of Palmer's talk meant: 

"Instead of legislation to protect .the 'purity an^ nutritive value' of miik,^ 
they (dairymen)' are asking for -research to improve it and money to promote 

'it;' ■ • _ ■ / ■.: . . - ^ • 

He did not mention requiring that imitation milk be labeled so that the 
consumer will know that it is imitation. What about the use of non-wholesome 
and non-nutritive sodium caseinite in the imitation, thus cutting its price in 
half?' All of the research^ in .the ;iyorld to improve real milk, and money to 
promote it, will not make it cdrnpetitive with imitation milk as long as 
imitation milk can flout standard$ pf sanitation, and then lie to the consumer 
about its'contents, ^ . 

Palmer continues: . 

"Fm afraid that hog farmers h^ve too often placed the entire blame on those 
handy kicking boys— the pa<$kers and supermarkets. But could the failure be 
ours? In the business wefrld, when n manufacturer can make a better product, 
doesn't he assume the responsibility fof telling the'^orld that it is better so 
that he can get paid for it?" 

He must be kidding, equating the power to '!tell the world" of a manu- 
facturer with a farmer. 

Palmer very accurately de&ribes an obstacle to collective bargaining as we 
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have known itf 

"How to tie the individual member to his bargaining group with enough 
loyalty, to hold for a higher price," . ^ 

That loyalty has been weak because bargaining 'hasn't been working. Give 
him the kind of government protection to bargain that has been given to 
industrial wbrkers and his loyalty might be firmer. 

Finally, Pahner ended his talk to the Western Farmers Association with 
the most dangerous absurdity of all: 

"Competition is the law of our ecoiiomic life . . , Competition is the name 
of the ganje — -including the game of bargaining power," 

Ridiculous! Powejr is the law of economic life in corporate America. 
'Bargaining powet is the iiame. of the game, / ^' 
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CHAPTER VII • 
irS A MATTER OF POLITICS 

Weather is near the cenftir of a fannef s life. It controls his production. It 
creases his face and gives it the texture ofhickoiy bark. It is the first thing he ^ 
looks at in the morning, and the last thingjie consults the sky abopt at night, ^ 
The weather report is the part of the radio or television newscast that 
interests him most, . - < 

To the city dwcUejr, the threatening click of metal at his double-locked ^ 
front door will awaken him at midnight. But to the farmer, it is the sky's 
clearing of its throat with distant thunder, the sudden mutter of a rain 
shower on the roof, or the flash of lightning at the window that awakens him 
in the night, , 

You think of the seafarer as centering his life around water. But it is more 
true of the farmer, A pond that is drying up; a stream or bayou that narrows 
as the drouth progresses; the absence of mdisture in dry and dusty soil in his 
hand. He stands in the rain after a long dry spell, noi caring that it soaks his 
clothes. He walks in his fields that are too wet for plowing and feels rich. And 
then when weeds start Rowing and the muddy middles remain, he is beset with 
the same kind of anxiety that possessed him before the drouth ended. , 

Dominated as his ijffe is by the elements, it is easy for the farmer to 
believe that all of the answers-to his problems lie directly around him — in 
the mud at his feet, in the stars at his fingertips. It is difficult for him to 
accept the idea that he is hemmed in by a system of economic and political 
power, that he is no longer a free plainsman of endless earth and sky. . ^ 

He is fenced in. His problems are because of the economic and political 
fences around him, not in spite of them. 

Farmers are not blind. They know as well as anyone that^iAmerica has^a 
promise to all of its people — ^a promise of security and abundance and hope* 
The promise doesn't even have to be. stated. We accept it as a part of our ^ 
citizenship. Politicians and political parties are forever re-affirmihg it. But 
farmers know that the promise is not being kept. 

In late July and /August, 1968, both niajor political parties were writing 
platforms. They faced difficutties^IjSfc not easy to write a platform to fill the 
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needs of both the sharecropper and the plantation owner — the exploited and 
the exploiter. . 

Tony T. Dechant, the President of the National FarmenJ Union, told the 
Republican Platform Committee at Miami Beach, Florida on July 31; "Too 
many farmers feci let down by both political parties. Unfortunately, both 
parties have carried party platforms* which have been filled with platitudes 
saying that they are going to aid the family farmer. We hope that this year 
this platform committee will write some nieaningful planks which will spell 
out a positive program of what this Nation should do to end the long drouth 
in the farm economy which has brought millions of proud farm families to 
their knees." . ' \ :^ 

, Agriculture, behind economic and political fences, is systematically denied 
the benefits others receive. Nowhere is this more obvious than in the field of 
legislation. \ 

Senator Walter F. Mondale (I>Minn.) tojd a group of Farmers Union women 
in Washington in May, 1968: "The farm economy is one^of the few areas that 
has to depend on legislation that was passed the year before. Other segments 
of-the economy get permanent legislation, and then come back to improve. 
But not fanners." 

Legislation is on the books guaranteeing the right of steclworkers and 
automobile makers and every other kind of wage-earning working nun the 
right to bargain collectively. And millions come back year after year to 
negotiate improvements. But not farmers. Annual increases in income are an 
accepted part of the American system — except for farmers, whose parity 
ratio of income and expenses in mid-1968 was at 73 percent. 

It is not just the politicians who perpetuate this* discriminatory system. 
Our very system of "free press" shapes the attitudes of politicians and voters 
alike. Farmers themselves are not immune to the enormous pressures of public 
opinion that are molded by the media. Few farmers in California know of the 
corporate farming interests of the publishers of at least two of the most 
important newspapers in the state — the Los Angeles Examiner and the San 
Francisco Chronicle. Nor do they know how often the corporate farming 
issue has been kept from the readers of those newspapers. 

Economic and political domination of the society by corporate America 
generates enontious favors for the corporate beneficiaries. 

There is one tie that binds us all to our government — taxes, We may not 
vote. We may not avail ourselves of police protection. Even our social 
security niay not be necessary. But all of us pay taxe^. 

It seems to be a carefully guarded secret as far as our great opinion- 
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molding mass media are concerned that the rich do not^ay their skare of the 
taxes. Even the super-respectable TVeu^ York Times speaks derisevely of ^Ihe 
Rich and Super Rich," a book that states this case in incredible detail. . . 
• The. history of tax legislation in this country has been a history of the 
systciTmatic exploitation of those who could least afford to be exploited. Poor 
people ^et^tax write-offs (such as deductions of $600 each for dependents, 
interest payment deductions, etc,) that amount to peanuts, while the cori>ora- 
tions and the rich take tax write-offs in the millions. In 1959, five pcraons 
Withincomes of more than $5 million paid no taxes at all. In 1960, $ix*persons ^ 
. reported a combined income of $35,7 million aiji^ they paid taxes of only 
$371,000--a little more tMan one percent! * , 

They do not always seek favoritism directly, by reducing the tax rate. 
Sometimes they go at it indirectly by legislating, the meaning of the term- 
profits. 

In 1954 and again in4S!62, the government speeded up deprjsciation 
allowances. Since depreciation of equipment is a cost of doing business, and 
deductible before taxes, this means that "profits" — as far as taxes are con- ' 
cerned — -were legislated downward. 

Then, in 1962, the government provided a 7-percent tax credit for business 
investment on new equipment. In October, 1966, it was removed, and then 
restored in March, 1967. In 1964, proceeding directly, the corporate tax rate 
was reduced 7.7 percent. 

After a corporation pays its taxes and sub tracts allowances for depreciation, 
the rest of its money is available to spend or pay oyt in dividends. In the 
period from 1960 to 1967, corporations had $421,6 billion left over after 
payments to stockholders. They put $365,8 trillion in new plant and equip- 
ment. This left $55,8 billion for other purposes. There was then tremendous^ 
pressure on them to put this money to useful work. Is it any wonder they 
looked so greedily at the agridUltiiral establishment,'weakened as it is, needing 
the cash so desperately? . / * 

Small farmers have been fooled into believing that the tax. system is very 
kind to them. When they build a pond, or terrace a field, for^example, they 
can deduct the cosit from their taxable income. What they fail to realize 
is that their wealthy neighbors get a much greater tax subsidy for the very 
same improvement. 

Suppose a farmer with $20,000 gross taxable income builds a $10,000 pond. 
If his income tax bracket is 30 percent, he has received a $3,000 subsidy on the 
pond. But if his |ross taxable income is $100,000, and his tax bracket i»70 
; percent, he has received a $^00 subsidy on that $10,000 pond, 
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Such is thp deception inherent in our tax system. 
The corporation that decides to diversify its operations into farming can 
write off its losses against its profits in other businesses, thus transferring 
much of the cost of going into business to the government (i.e*, other tax- 
' payers)* 

In 1?65, 119 Americans With farming interests had incomes of $1,000,000 
or more; 103 of thejn had losses on their farming. In that year, 202 Americans- 
with farming intefests had incomes bet>veen $500,000 and $1,000,000; 170 
of them had losses on their farming* 

In the 100 largest cities of America, corporations or individuals showed 
net losses in farming in 31 of them during 1965* The total loss was 
$141,551,000, according to the Internal Revenue Service. More 'than half of - 
this occurred in the Dallas-Fort Worth, Houston, and Los Angeles areas*' 

Assuming that these losses were, written off against profits in other 
businesses at a tax rjitc of-— -say 30 percent (and corporate taxpayers often pay 
at.no higher rate)^-then these ventures in farming resulted in nearly $50 
million not being paid iiii taxes in that year .alone. To put it another way. 
these farming ventures were paid for out of the public treasury to the tune of 
$45 to $50 million* " ^: 

An important question is: Should the taxpayers be asked to make this 
investment at a time when we^akeady have over-production in agriculture? 

The fact is that our tax laws don*t bother to be consistent. Some sense cun 
be made of the, depreciation allowance and the extra tax credits pn new 
equipment— although they give the most benefit? to the corgprations who 
need such benefits least* Wealthy indivilluals and wealthy corporations use 
the purchase of new equipment as a systematic way of avoiding fixes. Still, 
it can be argued— if you accept tlie notion that people invest money in Order 
to avoid paying taxes— that rapid depreciation allowances and extra tax 
credits on new equipment encourage new investment* / 

But fe w clearer examples of proof could be found that this sort of logic 
is only incidental and not a part of the tax system*s purposes than in the oiK 
depletion allowance. 

^ Philip M.'Stern of 'The Great Treasury Raid" estimated that the oil deple- 
tion allowance costs the government $1^4 bilUon a year. He asks the question: 
"When we are deliberately holding out foreign oil and holding Texas oil wells 
,to 30 percent of capacity, do we really need to spend $l'/4 bilUon a year to 
encourage finding more?*' 

There is an interesting coincidence in the enormous cost of these oil sub- 
sidies and the tremendous tax losses in such oil-rich cities as Dalits and Fort 
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Worth and Houston, 

With the tix advtntiges ijfitx, hMVt, and with the congenital greed of the 
corporations, you might expect that they could be generous with, the 
American farmer. - 

But they do business with each other. j 

The cooperation and the interlocking relationships of«the giant corpora- 
tions were illustrated when the newsfMipers carried a story telling of the Gates 
Rubber Company loading a 90-car train of feeder cattle from its A-Bar-A and 
State line ranches in Wyoming on September 28 and 29, 1964 — for ship- 
ment to the Kern County Land Company's Gosford Feedlot on the outskirts 
of Bakersfield, California. 

(And don't overlook the tie between Kern and Safeway. Ernest C. 'Arbuckle 
of the Kern board was also a member of the Safeway board.) 

They deal in terms that are incomprehensible to most farmers. There are 
hundreds of examples, but let' us k)ok at only onei selected because informa* 
tion on it is available in considerably more detail than in most cases. 

400,000 Shar es for Sale 

The Arizona-Cok)rado Land & Cattle Company issued a preliminary pros- 
pectus OQ June 12, 1968, offering 400,000 shares jof common stock for sale. 
According to the prospectus, the company intends to improve and expand its 
cattle feeding operations at the Qaeen Creek Feedlot. Immediately, however, 
it pkns to reduce its bank indebtedness-^-^some of the $5,972,625 in short- 
term notes at IYa percent interest, or perhaps some of its 5-6 percent long-term 
notes du^ from 1968 to 1996. Included in the prospectus i<i a map showing 
locations of its operations over a five-state area that includes Ari;tona(where 
the Queen Creek Feedlot Is k)cated),New Mexico, Nevada, Utah and Cotorado. 
It owns or leases 1,220,472 acres. The company owns the Alamosa National 
Bank at Alamosa, Colojado, which is 35 miles north of the company^s 
163,960-acre Baca Grant Ranch. Other operations include: Box T Ranch, 
144,175 acres in South Central Colorado; Gamble Ranch,, 554,337 acres in 
Northeast Nevada, with some acreage across the border in Utah; Grounds 
Ranch, 114,447 acres in Western Arizona; Douglas Ranch, 111,678 acres in 
ySouth Central Arizona; Butler Ranch, 83,000 acres in Southeast Colorado; 
and Mays Ranch, 48,875 acres in Central Colorado. Douglas, Butler and Mays 
ranches are all leased. On April 30, 1968, the company had 28,722 head of 
cattle, including breeding herds of 5,859 cows and 445 bulls. 

the chairman of the board of directors is Dan W. Lufkin, who is 
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principally occupied, the prospectus says, as chairman of the board .of ' 
1)onaldson, Lufkin & Jenrette, Inc., a New York investment banking firm. 

Most of the outstandings litock of Arizona-Colorado Land & Cattle 
^Company is owned by Pioneb^liailds Corporation, 1 Wall Street, New York, 
.N. Y„ of which Lufkin is also chairman of the board, • * 

Lufkin, relatively young for an executive of his stature, was bom in 
• New York City in and graduatedfrom Yale University in 1953; from 
the llarvard Graduate School of Business Administration in 1957. In addition 
to his duties \^th Aruona-Coloradr) Land & Cattle ^ompany. Pioneer Lands 
and DonaldsonfJ0Lufkin & Jenrette, Inc., he is a director in Lippincott & 
Margohes and Overseas National Airvi^ays, Inc. He is a member of the Pin^^ 
Manor Junii^rCoJlegc'board of trustees, " n 

Acquisition of control of Arizona-Colorado by its present stockholder and V 
management group occurred on March 8, 1%5, the pcosp^tus says. This 
occurred with the sale of 46,147 shires of common stock to Pioneer Lands 
and other present directors of the company at SI. 30 a share. This would total 
SSO,<)9L10. ^ ^ 

Among the most important acquisitions in this purchase was a retained 
earnings deficitrof S7,040,S97, as of January Lthat year. Earnings seemed 
to rise sharply that year» however . Just before the year's business was totaled 
up. Pioneer Lands bought another 54,937 shares at S4.55 a share. More shares 
went to Pioneer I^nds on February 17, 1%6 (43.510 shades) and again on 
iMay 31, 1%7 (76,91 1 shares). During this period, another 30,216 shares were 
'sold to other directors of the cinnpany- 

The retained earnings deficit has been reduced to $1 ,342,425, Presumably, 
, although the company has earned profits of S4,944il95 since the new group 
gained cfjntrol, no income tax has been paid, A net. loss shows on the biH)ks 
for the first foiir months of 1%H of 5228,023, although, as the prospectus 
notes, this doesn't show anything because cattle sales ordinarily occur in the 
last half of tlie year. 

Net earnings are reduced each year by provisioijs in the tax laws that permit 
the company to depreciate improvements to the janch properties at rates of 
5 to 10 percent a year; etiuipment, 3,3 to 33,3 percent a year; and feedlot, 
mill properties and equipment at rates of 6,67 U) 33,3 percent a year. "Major 
' renewals and betterments are capitalized," the prospectus explains. "When 
property is retired or sold, the 'related cost and accumulated depreciation 
accounts are reduced by the appropriate amounts and the resulting gain or 
loss, if any, is recorded in operations," 

Arizona-Colorado Land & Cattle Company gets us coming and going- - 
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depreciation, capitalization of improvements, and no ta)^^^ * 

Few areas of rural America are not being, touched by the, corporate^ 
invasion, . ^ 

Berge Bulbulian greets ;you in the curved drive, in frorit of his low> earth- 
hugging ranch-style home near Sanger in the San Joaquini Valley, He is a thin, 
handsome man with skin the color of a rusty plow, a mind as sharp as the 
plowpoint. His eyes are friendly and quick. His gracious wife comes around 
the other end of the house that is surrounded by vineyards and orchards, 

Jnside the home, before the Buunosa plums are placed in a bowl on the 
coffee table, three lovely ddrk-cyqi, teen-age daughters line up for intro- 
ductions, then disappear into the othir end of the house. 
' Bulbulian, an Armenian, waSjbork in Mexico during th>J years when his 
mother could not get into Californiav^o join her husband. His wife is an 
immigrant from France. 
" They talk seriously of the problems of agriculture. **I can compete against 
the corporation farnn" he said, "because I can produce more efficiently. But 
I canH compete against the /nan who is willing to sell at a loss. 

"One thing though that the corporation farm is very efficient at is 
capturing government subsidies," he continued, 

A macliinc has been developed that will harvest ifiie Thompson seedfew ' 
grapes that he grows. It is an."impacter," and the pew grape vines. that tjjjp 
Bulbulians are setting out are being put wndej trellises that have a wirfcrstning ^ 
between them on which the vines grbw,^he machine shakes the wire, and the 
grapes fall onto the harvester; The machine isn't perfect yet, "but it will be,;*t 
he laid, ^ • f 

^LeRoy Chatfield works for the United Farm Workers Organizing Com- 
mittee, He is a talh: poker-thin, former school teacher. He is concem^i about 
a mimeogfaphed sheet of paper being*distributed at the Delano City Hall that 
cautions parents againstjetting babies^under ^ix months of age drink the city 
water, •'Our baby is over six months old now," he laid, "We wonder just 
when it becomes safe for him to drink the water. Is six months a magic age? 
Seven month^" \^ 

The information sheet says that the water has too much nitrates in it. 
These may come,'the warning says, from continuous heavy applications of 
fertilizer in the area. It quotes Frank Hornkohl, technical director of Hornkohl 
Laboratories, Inc.: '1 feel definitely that the source of the nitrates is due to 
^e ammonia gas being used for fertilizer , • ^ 

Corporations, with their impersonal demands for profits, oftetnire it oddi 
with h)iman values, 
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Aboard an airplane leaving California, they serve you a product^for your 
coffee, with the name of a nationally known milk company on the small 
^ waxed paper container. But the fine print says that it is: **lnstant non- dairy 
product for Coffee/* And even finer print gives the ingredients: **Vegettbl? 
fsit, malt-dextrose, lactose, sodium caseinate soh'ds, sodium phosphates, calcium 
phosphate, emulsifier, artificial flavor and color." The net weight 'is three^ 
grams. . ^ • * 

Whs^is not stated is. that the* sodium caseinate was4)ought abroad from a 
supplier who has no sanitary standards whatever because mucbof his produc- 
tion of sodium caseinate goes to paint manufacturers. Most of- the people 
who put this product into their coffee do not know this; nor do they know 
that it is one of the competitive forces with which the dairy farmers of the 
Nation are faced. » 

Are these things unrelated? Notat all * 

In Western Kansas, the land stretches to the horizon and drops away with 
the curvature of the earth. Tony Dechant, the President of the National ^ 
Farmers Union, tells of his boyhood: "We hunted pheasants and we avoided 
the Garvey Farms. (Willard Garyey lui 175,000 acres in Colorado. There are 
three Garvey operations— mostly in Kansas). We avoided the Garvey farms 
because there was no cover for the plieasants. Every border was cleaned, 
farmed right up to the fence/* 

Listen to the comment of Ray Christiansen of Omaha^ a television 
producer: **I was tramping through the woods on a vacation in South 
Dakota where my wife tomes from. I came on a sign that said— *You are a 
gue^t of Homestake Mining Company.* And all the time I had been thinking 
I was the guest of God!** 

Publisher Rodney Hawes of The Owyhee (Id.) Nuggett told a Farmers 
Home Administration meeting on August 10, 1967 at the College of Idaho: 
^ysof the open range for cattle and Sheep are becoming limited in the west, 
and soph the cattle and sheep raised on irrigated pasty re will be needed to 
feed tfte populatioii.** 

. He spoke regretfully of the potential buying power* of the many farm 
families who are now gone. And he added: 

"I* know of one corporation in Idaho that has purchased many, ranches and 
now has one ranch about 75 miles square. Visitors are not welcome. You*^, 
can*t fish, hunt, or pick up a rock. Long established roads have been closed 
by fences. This is what will happen throughout the West if we allow big 
corpoirations and big business to take over our land without thought of the 
future.*' . > 
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The corporate pressures on Americtn igriculture depersonilize runl 
Amcrici* * * 

The invision his the active complicity of the political establishment, 
. Three corporations. — Amerine National Corporation, Amerme Turkey 
Breeding Farms, Inc. and Amerine-Air — are now doing business at the. 
Hastings ;Air Base at Hastings, Nebraska. 

The Omaha World Herald quoted Reagan Amerine on April 12, 1968 as 
saying that Hastings was "ideally located" for air delivfcrjt of turkeys, just 
outside the mainstream of turkey production in the United States and» there- 
fore removed from diseases. 

Business of the Amerine operations is pedigree and foundation turkey 
breeding, commercial reproduction of turkeys, turkey growing, turkey pro- 
cessing, specialized air Uansportition of poults, feed milling and beef cattle 
raising. Turkeys, are grown in the controlled environment of abandoned 
ammunition bunkers. The companies own fi^ ijiulti-en^ined airplanes that . 
carry 40,000 birds at a time. 

On October 20, 1967, the Omaha Wprld /^eraW reported that Hastings 
Mayor Herbert Hodge presented the General Services Administration of the 
United States Ctovemment a check for $1,077,000 for a 4,497-acrc tract of 
the 10,000-aere complex, and sold it a moment later to four companies 
representing some 25 industries. The transaction occurred just before a law 
passed by the Nebraska Legislature went into effect 'that would have denied 
the city the right to acquire land for agricultural purposes. i 

Nebraska farmers thus lost a battle to the corporations. 

The impersonal pressures for profits force the corporations into impersonal 
. ^^^even anti-personal— courses %{ action. And thus, there is inevitably 
exploitation of workers that is unbelievably brutal ... as in the Rio Grande 
Valley, the San Joaquin Valley, the vegetable fields of New Jersey, and the 
sugar beet fields of Colorado. 

Thanks to Gates Rubber Company, the people of Yuma County, Colorado, 
have a new problem to deal with-4i migrant labqt camp. Gates rolled in 
colonies of house trailers, removed the bathrooms from them, let around 
communal toilets «and showers, and moved in the migrant workers. The 
Federal Government is subsidizing the operation, mercifully, by establishing 
an education progran^ for the children. Although the presence of this social 
phenomenon that is new to the area maj^ described best as a "problem," 
there may be a good side. A few so^andlbughters of middleclass citizens 
are working in the program, getting allroaaer understanding of the many 
facets of America. * • ' . . 
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But, of course, ultimately we must recognize that although the^'new force 
that is at work makes new problems in rural America, it is likely that it conr 
tributes immeasurably more to the problems inside our cities. This fact caused 
President Johnson to remark in Washington late in July, 1968, when unrest 
was making life hazardous and violating the sanctity of private property in 
the cities, that a future historian may find America's greatest domestk failure 
was the lack of natk)nal attention to the mass desertion of rural areas for the 
cities in the 1950s, 

"We would be a better nation today," the President said, "if we had faced 
the rural crisii in^the 195Qs." Now, he said^ the nation must face an urban as 
well as a rural crisis. 

". . » In the 1950$," Johnson said, "millions of Americans pulled up stakes 
and left the copntry, especially the South and Appalachia. The wave of 
migration struck our cities and' found them unprepared to provide the 
housing, the education, the welfare^ and social services that a decent life 
required." 

He said this massive migration in turn pushed the city dweller to the 
suburbs, producing suburban sprawl and "a whole new set of problems." 

Corporate America is creating a wasteland of the rural areas— depleting 
social institutions and destroying the physical resources. The one product 
they are creating is problems. ' 

We are led to an inescapable conclusiojfi:, There must be public control 
of the rate at which private corporations manufacture problems for the 
society. 

In the many-faceted "gem" of America^ you come back to the same core, 
to a central idea. America is of one . body • . , diverse, restless^ aggressive, 
impatient, and ambitious. American agriculture grows in the same soil that 
nurtures urban America, That soil is the American political system. If we are 
to change the product, we^must alter the balance of organic matter, and the 
major and minor elements.^ We cannot do it by attending only to the fence 
posts at the edge of the field, or the pondf at the comer. But the soil itself. 

What we are-talking about if we are going to stop the corporate invaston is 
^politics. 

Politics is the process of the control, of our society. Among its purposes is 
to protect the weak from the strong, and the innocent from the predators. Jt 
is the process in which the will of the people is felt at the centers of power. 
None of us escapes 'its influence. None of us should let it escape our 
influence, * 
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CHAPTER VIII 
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WHAT CAN BE DONE? 

The corporate invader, then, is among us. Small towns and rural coin* . 
munities will be laid waste, as by pestilence. Markets* will be destroyed. Land' . 
will be bought away from us. In short, rural America will be depefsonilizcd, 
. altered, arid depleted. 

The first question we must ask ourselves is: Do we have the will to do 
anything about it? . ^ 

If we have the will, we can develop the way to resist the invader. No one 
can tell us, nor can any of us tell, what our cQHrie should be. It must come 
from our own movement. It must grow out ^jj^ur combined instinct for 
survival and our own judgments about the' needs of rural America. !lural 
America must guide its own destiny. 'Only rural America knows its problems 
and can develop its solutions. It must exerciae its group w^adom and strength. 

It can be invincible, , ^ 

The corporate invader has only recently entered the countryside in force. 

Corporate America derives powjej f^-^m segments of the economy that are 
protected and suT)sidized and favored politically. With undistributed profits 
ruhning at the rate of about $28 billion a year, the resources of corporate 
America defy the imagination. It is from these resources that it fuels the 
I engines of invasion. 

It is aided by a fifth column, already in rural America, that tells its 
neighbors there is really nottiing to fear. Partners in the new corporate power 
structure are persuaded into service. They include members of organizations, , 
" varying from civic clubs, chambers of commerce, mmt of the leaders of farm ' 
organizations, professional f;roups and,, above all, the mass media. They tre» 
for the inost part, unwitting tools of their masters. -They do not nwan to 
harm rural America. Hardly a single one of them would admit to himself, and 
certainly not to his ne^hbors, that he bears malice against the welfare of rural 
America. This makes him more dangerous, of course. 

The intellectual front of thiai^partnerltiip against rural America abides in 
the land grant universities. Academic economists too often divert the attention 
• of rural America from real issues. They diicuii "efficiency" instead of "market 
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. power/' '*progress'* instead of "stability/* and "alternative enterprises'* instead 
of •^agricultural resources" 

Many professors hav^ grants from corporations. They are not free agents. 
And they prostitute themselves again and again for more research grants. 

But the basic weapon for the demoralization of rural America is the mass 
media. They acclimate us to the winds of destruction and depopulation, 
familiarize us with withering institutions aSid migration, habituate us to our 
condition of second-class citizeiiTship, and addict us to the opiate of the 
inevitability of change and dislocation. 

The Jnedia has introduced the language of the invader to rural America. 
We now accept and speak this language. It includes such terms as '*tax free 
municipals," depletion allowarice^ji* "conglomerate corporations," and 
"tax \yrite-offs/' These new phrases^are made acceptable by their frequent 
and sympathetic use. <^ 

Can rural America be saved? 

Only if we organize ourselves to defeat this unprecedented domination of 
our lives, this diversion, this depressant that deactivates us from pre-dawn 
radio to midnight television. 

Let us begin by examining our resources. They ar« enormous. The strengths 
of rural America, so lauded throughout our history, will prove to have been 
underestimated. ■ ^ ^ 

But no one can tell rural Ametica how to defend itself. It must decide forr 
itself. But, as this is written , the defense would seem to consist, at least in fSairt, 
of the following: „ 

We must inform ourselves, our wives, and our children. ' 

Let us educate. America, instilling a sense of urgency in the rural areas, as 
well.as in the urban sectors. 

The importance of the organizi;ig effort cannot be overstated. Infonnation 
and organization are the vital first steps in the process. There must be renewed 
effort to tighten the communications network. 

The myth that women cannot be effective in politics wa*s long ago laid to 
rest. Women are now more than half the vote. Neither should we overlook 
the resource of our elderly people. They proved themselves in the campaign 
for Medicare. • • • ^ 

A new fact is emerging that has not yet been fully assessed. This is the 
energy, intelligence, idealism, and effectiveness of young people. 

No group has been quicker to see thaf the institutional values^f the 
corporate society are inconsistent with the wellbeing of people. It has'caused 
them to protest, march, picket, and join political campaigns in unprecedented 

■„ 233' ' , ' 



526 



WHAT CAN BE DONE? 89 

. nunibers. ^ 

Farmers Union young people have traditionally been quick to see through 
to the core of the problems of rural Ameripa. Efforts should be made to assist ■ 
farm youth in organized study of the problem. Isn't the prospect of a coalition 
with the young generation better than alienation? ♦ 
> Study and act ion should begin in local communities. A survey of owner ship 
of farms in the county would be a^ood start. Equally importaat, a survey of 
thejojs pffarms in the area dxiring the last five years should be revealing, \yith ^ ^ 
such information as the age of farmers^ number of young people who have 
gone into fanning during the same period, farmers and wives working* off 
farms to supplement income, and migration of high school graduates from the 
conmiunity. The resulting loss of jobs and businesses in the community can 
also be calculated. Studies in several states have shown that one business in 
town is closed down for every six farnis lost in the community; and each . 
farnjcr lost means one less job in town. ' ' 

Other studies should include state legislation'pending or.laws on the books 
that relate to corporation farming. Tax laws are especially important. 

After study, your group should launch- a program to tell others what has 
been learned, T|us program inight include ddts for churches and civic groups, 
window displays, panel discussions, and a speakers^ bureau. Stories can go into 
; local newspapers. Radio and television news d^|)artmen,ts caii be asked to cover 
the sUlqect, Letters to editors should be written. 
^ Ask radio and television stations for^iree time in which Farmers Union 

members might appear to 4iscuss the siibject. Debates may be ananged. 
Students can writ# term papers or reports on the subject. 

Ask civic organizations, service clubs; auxiUaries, churches, par ent-teachet ^ 
^ associations, youth gr^ps, and farm groups to invite speakers on the subject. 

Plan a farmer-businessman dinner. A coimty group could set up a tour of 
several Jarms. Include among guests state legislators. Congressmen and ^ 
Senators. . ^ , 

= Write > letters to Congressmen and ^teiwtors. Wh the time is right, 
circulate petitions calling for action. Floats in parades and booths at county 
fairs should be ananged, with printed material for distribution. Ask your ; 
Farmers Unionjepresentative for help. . ' 

Plan a "Ladies Day" or a "Three Gencratipns Day" (with the eWerly, the 
. nniddlenage group and the youngsters) with local co-ops and REAs where the 
story can be told. ' ' 

Plan a .-trip to the state legislature. Meet with all candidates, even local 
county offices, and ask for commitments on this issue. Ask questions at 
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political or Other public meetings, ^ 

These kinds of activities are a necessary part of the campaign. As aaesult 
of study ai^d discussioDi, the organization will be growing in strength, 
developing its knowledge, and sharpening its point of view so that when 
political action is needed, you will be ready. 

Remember, no one can tell you what to do. You must decide for your- 
selves. As your movement develops, you will know, * 

We must develop our alliances — mth organizations and people in small 
\ towns, with ckarch leaders, Mth cooperatives and REAs, with working 
people, and other sympathetic groups. 

We cannot win alone, iVe have natural allies. Among these are the small 
towns and institutions of rural communities. throughout America, All are 
suffering at the hands of the invader. 

Churches are important in this campaign, A moral issue is involved. Hardly 
a church exists that has not been losinfmembers. People are moving away — 
physically and spiritually. Churches and the commitment to morality are 
never as strong In the corporationrdominated community as in the community 
dominated by independent farm families, small busSiesses and working people, . 
Corporations have little or no moral commitment. Profits at any cost too often 
dominate their motives. Pastors and'lay leaders will be qxiick to agree with you 
- on this. 

No one is harder hit by the corporate invasion than the small town business- 
man. Declining population and the tendency of the new corporate neighbor to 
buy wholesale or direct from the manufacturer has not escaped the notice of 
. the farm implement dealer, the appliance dealer, nor the grocery store and 
drug store. Automobile dealers* would rather sell six Chevrolets than one 
Cadillac. 

Members of labor unions will identify with the struggle against corporate 
America, Remember that they have been bargaining collectively with the 
corporation under their union contsacts. They have a unique understanding 
of corporate power. They know of the contest that is necessary to get pay 
^increases, vacations^ fringe benefits and, sometimes, just decent treatment on. 
the job, ' 

They are familiar 'with the pattern of exploitation of employees that is 
characteristic of the big corporations in California, the Rio Grande Valley, 
New Jersey, and elsewhere. They will join in any campaign to limit the power 
Af the corporatioits. 

Union members are also interested as consumers. They will see readily 
that exorbitant prices in the grocery store are not the fault of farmers, but 
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the fault of the inordinate power that exists in the market place on the part 
of processors and distributors who deal with the farmer—who must sell; 
a?id the consumer^ — who must buy, 

/. Contacts and coalition with consumer groups at the local level should be 
encouraged. Consumers are losing to the unholy alliance between 1the super- 
maiicet corporations, the giant feed companies, and the corporation farms^ 

Remember, in developing alliances, we must not only seek to join them 
but, in many instances, we must help them strengthen their own organizationls. 

We must, through social and legislative action, attempt to diminish cor- 
porate America's sources of supply that are fed by the discriminatory tax 
system and the creation of trust and nwnopolp concentrations, ^ 
This is the beginning of the action program. 

It cannot occur lintil' the vital first steps are well alon^. Only after we' 
have organized ourselves and developed our alliances, will we be strong enough 
to take action. . ■ ^ 

Tax reform should have high priority. Out battle cry should be; Everyone 
should pay his fair share of taxes. 

There must be vigorous enforcement— ^and perhaps extension- — of our 
antitrust and anti^nonopoly laws. 

In states, and oven at the national lovdl, we might seek to pass kws that 
limit the rights of conglomerate corporations to acquire land. Such laws 
are now in force in Oklahoma, North Dakota, Minnesota and Kansas. 

The state laws restricting corporation farming are similar. Only ^ne state, 
Oklahoma, has the restriction in it& constitution. The Oklahoma 1^ simply 
makes It illegal for a corporation to acquire farm land, except in connection 
with indebtedness. In that event, the corporation has seven years to get rid of 
the land, . • 

The law is now being tested before the Oklahoma Supreme Court. 
The road is seldom smooth for laws that limit corporations in fanning, or 
anything else, of course^ 

Kansas and Minnesota have statutes that limit corporations to farm- 
ing operations under 5.000 acres. Under a 1932 law. North Dakota 
prohibits corporation farming. Cooperative corporations may own farm 
l«id and carry on agricultural production provided seventy-five perce^^ 
of the stockholders are actual farmers residing on farms or depending 
principally on farming for their livelihood. 

Major attempts to repeal the Kansas and North Dakota laws have 
occurred recently. In Kansas, <iie repeal attempt was kiUed in a legifr^ 
lative committee. The 1967 North Dakota legislature, over the governors 
veto, virtually r^ealed the 1932 law. The repeal has been submitted to 
the people in a referendum to be yot^ on in November 1968. North 
O J Dakota Farmers Union has put on a dtrohg fight for maintaining Uie 1932 
JC anti-cdiporation farming law. There was in the summer 
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cause for optimism.Publicopinionseemed to be running strongly against repeal 
of the law. 

Efforts should be made in every state to pass laws restricting corporations 
in farming. Even if the possibility of success seems remote, it might still be 
worth the effort as part of the program to polarize grassroots opinion. 

Legislation and enforcement at the Federal level is impossible unless there 
is a real poundswell of opinion from the states. Opinion dde$ not ordinarily, 
develop of its own volition. 

If the corporate invasion is to be stopped, we must help enlist public 
opinion on our side. It is an uneven struggle. It is likely that at least two- 
thirds of the people must be united in order to match the enormous power 
of the corporations, • . 

Let us talk in practical terms about tax reform. ; 

In Washington, three office buildings line Constitution Avenue directly 
sQuth of the Capitol, housing the offices of 435 Congressmen. The center 
building is the Longworth House Office Building. Inside, the first office on 
the right — indeed in the corner of the building—belongs to the Chairman 
of the House Ways and Means Committee, Wilbur Mills of Kensett, Arkansas. 
In the opposite corner of the office building, also in a favored location, is the 
Committeeoffice. In the very center of the building is the largest hearing room 
on, Capitol Hill— that of the House Ways and Means Committee, The 
Committee has another private meeting room, appropriately situated just 15 
steps from the floor of the House of Representatives in the Capitol itself. 

Although it is hardly necessary, architectural proof is ample to show that 
this Committee is the most important in Washington. The press is virtually 
unanimous in its opinion that its chairman is the most important man on the 
HiU. 

He is a man of medium height, who dresses conservatively and well, with a 
ruddy face that suggests a collar that is a Uttle too tight. The voice that comes 
out ofthe body has such a resonance that even at low volume it echoes slightly 
in the high-ceilinged offices characteristic of Capitol Hill. He is considered the 
shrewdest and most brilliant tactician in Washington. 

When the Revenue and Expenditures Control Act of 1968 was before the 
Houseof Representatives on June 20, 1968, Chairman Mills did relatively little 
talking. He had, as usual, done most of his talking before that day, in the 
Committee and in the cloakroom, and elsewhere. 

He did, however, address his colleagues rather briefly and, in contrast to 
the usual situation on the floor of the House, a quiet spread across the 
chamber as fellow Congressmen listened. One point of view emerged force- 
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fully as he talked. Chairman Mills believes that the right of the House Ways 
and Means Committee to originate and develop tax legislation is inviolate, and 
he, therefore y resists suggestions for hasty or abrupt changes. 

thet^ was a good deal of discussion that day about tax reform, much of it 
from opponents of the proposed tax* surchargS& and f he $6 billion cut in 
Federal spending. Some said such drastic action by the government svotUdn^t 
• be necessary if some of the tax loopholes were closed. 

Congressman Lester L. Wolff (D-N.Y.) said that the most shocking failure 
of Congress was in failing to stop the oil depletion aUowance. He said that 
Standard Oil of New Jersey, in 1966 paid $116,000,000 in taxes on a net 
income of $1 ,830,944,000— -a tax* rate of 6.3 percent. Texaco, he reported, 
paid taxes of $32,500,000 on a net income of $845,466,000~a tax rate of 
3.8 percent. 

Can America afford this? 

The House Ways and Means Committee has broad jurisdiction, the broadest, 
in fact, of any committee on the Hill, All proposals in the field of taxation — 
income, excises, gift and estate taxes — must originate in this Committee. 
All proposals in the field of social security, including old-age and survivors 
and disability insurance, Medicare,,and dso the very broad system of welfare 
grants-in-aid to the states, such as old-age assistance and aid to the blind, 
must come from this Committee. 

AH proposals in the field of foreign trade and tariffs, and collection of 
customs duties, come from this Committee. In addition, a variety of vital 
activities such as the national debt, the highway revenue program, and 
, renegotiation of defense contracts are the.business of this Committee. 

Of tremendous importance is the fact that nearly every bill reported out of 
the House Ways and Means Committee is on a "closed rule." This means 
there can be no amendments on the floor of the House of Representatives. If 
the House is dissatisfied with a bill, it can only send it back to the Committee, 
thus enhancing even. more the authority of the Committee. It is the only 
committee in Congress that has such a privilege. 

Perhaps most important of all, it is the Committee on Committees of the 
House of Representatives. This means that it names the members qf the other 
19 standing committees in the House of Representatives. 

Beyond all of this, the Committee handles thousands of personal relief 
bills relieving individual citizens of injustice of discrimination that may 
inadvertently result from legislation. . 

The power of the House Ways and Means Committee is almost beyond 
definition. 
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.The Revenue and Expenditures Control Act of 1968 conttined a directive 
thit the President develop tax reform recommendations by the end of the year. 
1969 was expected to be a good year for tax reform. In July, 1968, in fact, 
the Treasury Department announced that it would seek reforms to end the 
kind of favoritism that has resulted in so many of the very rich paying no 
taxes at all. 

Senator Lee Metcalf (D-Mont.) introduced a bill dealing with one aspect 
% of tax reform — ending the write-off of farm losses against profits in non- 
farm businesses, 

iBut rural America wduld be cruelly deceived if it believed that the 
limited objectives of the Treasury Department and the Metcalf bill would be 
enough to restore a meaningful balance of economic and political power 
between rural and industrial America. 

The tax system must be overhauled from top to bottonu 
(primes against the American public have been committed in the name of 
tax legislation. 

Consider for a moment Section 1240 of the Internal Revenue Code. The 
legal language is followed by a translation. It reads: 

^'Amounts received from the assignment or release by an employee, after 
more than 20 years employment, of all his rights to receive, after termination 
of his employment and for a period of not less than five years (or for a period 
ending with his death), a percentage of future profits or receipts of his 
employer shall be considered an amount received from the sale or exchange 
of a capital asset held for more than six months if — (1) such rights were 
indulged in the terms of the employment of such employee for not less 
than 12 years, (2) such rights were included in the terms of the employment 
of such employee before the date of enactment of this title, and (3) the total 
of the amounts received for such assignment or release is received in one 
taxable year and after the termination of such employment " 

Confused? It is almost as though confusion was the intent of the passage. 

Philip M. Stern in 'The Great Treasury Raid" interprets: 

''If youVe worked 20 years for one company . . . and if you have rights 
to future profits of the company for at least five years after you leave its 
employ ... and if you sell those rights . , . the proceeds are taxed at the 
special 25 percent capital gains rate . • • provided youVe had those tights at : 
least 12 years before you stop work . • . and provided those rights were in your 
contract before August 16, 1954 • . .and provided you sell your rights after 
you leave and all in a single year." 

This unusual feature of the Internal Revenue Code saved one man — and 
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one man only —Louis B.Maycr of Hollywood, California, the movie magnate, 
$2 million in taxes^ according to Stern's estimate. That means it cost other ' 
' taxpayers that amount. 

Tax reform is not anew subject, Plato observed nearly four.centuries before 
the birth of Christ that the "just man'^ pays more taxes and the "4injust" pays 
less* 

James C. Carter, an attorney, arguing before the U. S, Supreme Court.in 
1895 observed: "One class struggles to throw the burden off its own shoulders. 
If they succeed', of course, it must fall upon others. They also, in their turn, 
'labor to get rid of it, and finally the load falls upon those who will not, or 
cannot, make a successful effort for relief . . , This is, in general, a one-sided 
struggle, in which the rich only engage, and in which the poor always go to 
the waU." 

It is not a new thought to the House Ways and Means Committee, of 
course. Its Chai/man, Mills, said in 1958: "We can nd longer afford to defer 
serious, lai^ge-scale' efforts to revise our federal tax system," He called the tax 
code a ''house of horrors," 

But large-scale reform has been deferred. It was attempted in 1963, but 
failed. 

It is a part of the "conventional wisdom" that corporations receive tax 
breaks that individuals do not get. The question is: Should they? Is it in the 
public interest? 

Perhaps . . . as long as they conduct themselves to aid the public interest, 
or at least in ways not inconsistent with the public interest. But now they 
have launched their invasion of rural America; the day is at hind when corpor- 
ations must no longer be able to finance their campaigns out of the public 
treasury. 

If this "house of horrors" is to be made habitable and serviceable to the- 
Nation, the repairing and rebuilding can only be done through the House 
Ways and Means Committee. It consists of 25 members, including Chairman 
Mills — 15 Democrats and 10 Republicans. Each member is of enormous 
impiortance. Their names should be household words in rural America. 

In the sumrher of 1968, as fam^m ponder the problem of tax reform, 
they must also ponder tjie attitudes oFlhese men, . 

Changes were in the making. Four Democrats were retiring from the 
Committee. They were: Cecil R. King of California; Frank M. Karsten of 
Missouri; A. S.Herlong, Jr. of Florida; and George M. Rhodes of Pennsylvania, 
Three of. them might have been expected to support tax reform. One Republi- 
can, Congressman Thomas B. Curtis of Missouri, was running for the Senate. 

h ^> ■ ■ ' ' 
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In July, three of these retirees were replaced. The new memben were: 
Congressman Omar Burleson, a conservative Democrat from Texas; Congress- 
man William J. Green III of Pennsylvania; and Congressman James C. Corman 
of California. All are Democrats, 

Congressman Burleson supported Farmers Union*s position on legislation ^ 
only three times out of 13 during the fint session of the 90th Congress. 
However, those three pro-Farmers Union votes may be significant. Two of 
them dealt with appropriations for the Department of Agriculture, and the 
other was against reducing the Nation's debt limit* He appeared to be against 
cutting agricultural expenditures. It may follow that he would favor tax 
reform. However, on the negative side, it should be noted that he is from 
Texas, and few Texans have supported such basic tax reform, as reducing 
the oil depletion allowance. 

Both Congressmen Corman and Green have a nearly perfect voting record 
as far as Farmers Union is concerned. Congressman Corman com^s from Los 
Angelcs'and Congressman Green comes from Philadelphia and both have had 
strong Uberal-Iabor-urban support. They can be expected to support tax reform. 

It is a matter of crucial importance that the other two retirees be replaced 
with Congressmen favorable to tax reform. 

Let us look at the remaining members of the House Ways and Means 
Committee, 

Congressman John D. Watts (D4Cy.) is a conservative Democrat from the 
bluegrass area of Central Kentucky where there are many burley tobacco 
farmers, Fann Bureau members, and also quite a number of absenteeK)wned 
horee farms, ^ 

Congressman Al Ullman (DOre.) has a liberal voting record, but he hasn*t 
been as aggressive as in earlier years.lle is said to derive a good deal of his 
liberal energy from Senator Wayne Morse. He has more than half of Oregon 
in his Sparsely settled district where large timtj^r and mining interests have ^ 
enorm6us influence. Grassroots support for tax reform is desperately needed 
if his support is to continue. 

Congressman James Burke (D-Mass.) is known as a regular Kennedy Demo^ 
crat.He doesn^t duck from a fight. Although he has few farmers in his area, he 
^ would probably be good on the corporation farm issue. 

Congresswoman Martha Griffiths (D-Mich.) votes liberal but ha^dot beeii 
identified as a vigorous fighter for any particular piece of legislation. It should 
hot be forgotten that Michigan is also the home of such industrial giants as 
General Motors and Ford. And they think a lot about taxes. Some of her 
Michigan supporters do not believe she can be counted on for tax reform. 

ERIC 241 
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Congiesimtn Diniel Roitenkowski (D-Ill*) is recognized as Chicigo*s Miyoc' 
Daley's spokesmm in Washington. He is a persuasive, handsome representative 
of a heavily Polish area of Chicago, and would probably be good on the 
corporation farm issue. This would come from his years of participation in t 
working coalition of family farmers and city and union people; this, despite 
the fact that Chicago is the headquarters for many corporations that own 
farms. 

, Cbngressman Phil Landnim (EKJa.) gained fame as an originator of the 
Landrum-Griflin^Bill which became known as the Labor Reporting and 
Disclosure Act, and was widely condemned by organized labor. However, his 
service and vot^s have tended to grow more progressive. He was blocked from 
membership on the Rules Committee by Medicare forces. He gained his 
position on the Ways and Means Committee only after he decided to favor 
Medicare. 

Congressman Charles A. Vanik (D-Ohio) is fighting an uphill battle for 
re-election. Riots in Cleveland, his home, have hurt his chances. If he succeeds, 
he will have a powerful position in Congress, as well as in Cleveland politics. 

Congrcssmari Richard Fulton (D*Tcnn.) was elected after running on a 
"Medicare" platfprm with liberal-labor-urban backing. He represents Nashville 
and is a strong liberal. He is a bright and forceful f^hter for the causes in 
s ^which he believes. v 

Congressman JacobGilbert (D-N.Y.) is one of the best New York Congress- 
men, from the Bronx, and is a lawyer who formerly worked for the City of 
New York and then served in the 9tate legislature. He has a very liberal voting 
record. . 

On the Republican side, Congressman John W. Byrnes (R-Wis.) comes from 
conservative Northeastern Wisconsin. He has an excellent reputation ai(d is 
strongly entrenched with a safe majority* He is a quiet and forceful con- 
servative. ^ 

Congressman James Utt (R-Calff.) has long been associated with the citrus 
industry in Orange County. He is very conservative and would be igood bet 
to lead any fight in behalf of the corporation farms. 

Congressman Jacksori E. Betts (R-Ohio) is former speaker of the Ohio. 
House of Representatives. He is a lawyer, conservative, and hat some rural 
areas in his district with a good many family farms. « ' 

Congressman Herman Schneebeli (R-Pa.) is a staunch rural conservative 
whose district is heavily populated with family farmers. He has usually lined 
up with the Farm Bureau, or Farmers Associatton, as it is called in 
• Pennsylvania. 
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Cojagressmin Harold Collier (R"I11.)> of the tuburbin Chicago tre^, his 
important associations with its financial power structure* Many wealthy 
suburbanites in his district are in buying clubs to purchase farms in Illinoii 
and Iowa. He can be expected to voteyagainst tax reform and down the Farm 
^ Bureau line. 

Congressman Joel Broyhill (R-Va.), from the Virginia bedroom area of 
. Washington, D. C, has a reputation of being a hard>hitting Independent 
conservative. He would be tough to win over for tax reform. 

Congressman Janies Battin (R-Mont.) is a conservative who hat resisted 
pressurel from home to liberalize his voting record. He it vary conservative 
and has had backing from^some right wing groups. 

Congressman Barber Conable (R-N.Y.) represents Rochester and adjacent, 
areas. He is a lawyer and a conservative. 

Congressman George Bush (R-Tex.) is an in-member of the Houston estab- 
lishment. He is an attractive conservative Congressman who could be expected . 
ta light on the banicades to retain the oil depletion allowance. 

Democratic members of the House Ways and Means Committee are elected 
by the Democratic Caucus. The Caucus has^nly rarely rejected a candidate 
sponsored by the regional caucus of Democratic members. 
< ^ On the Republican side, the memb<^rs are selected by the Republican 
leadenhip through their Republican ^Steering Committee. No liberal or pro- 
gressive Republican has been nominated to the House Ways and Means 
Committee in recent history. ^ * 

The big corporations have strong lobbying forces in Washington. These 
forces include many former Congressmen and Cabinet members and sub^ 
ordinate oificials. One large corporation has forty staff members on its 
Washington staff to work on legislative and governmental relations. The 
corporations have a great deal of money which can make life easy for a 
Congressman who helps, or even who does nothingi^jiunst, business interests 
and tax k)opholes. 

Beyond the tax favoritism that fills the coffers of the corporations, political 
^ • favoritism permits them to concentrate and enlarge their strength in violatk)n 
of the Nation's anti-monopoly laws. 

The Federal Trade Commission slaps their hands, when it should handcuff 
them. The Justice Department convicts them of ''crimes" under the law, but 
no penalties are ordered. Government bureaus, such as the National Labor 
Relations Board, find them guilty of discrimination and intimidation which 
amounts to blackmail of their employees, yet cannot apply the same rule 
the criminal court administers in similar cases where individuals are i;ivolved, 
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We need old liws enforced in order to deal with the power and nithlcisness 
of corporate Antericai and we need some new laws, too. ^ 

It hardly needs to be said here, but a major gq^l of Farmers Union wll 
continue to be maintaining and improving basic farm legislation embodied in 
,tjic Agriculture Act of 1965. 

It must be strengthened with such new sections as farm bargaining. Ade- 
quate funding must be sought for enforcement of its provisions. 

We must not forget, however, that such legislation simply does not get the 
job done as long as farmers face the corporate invader. 

We must, thfotigh cooperative action, challenge corporate America in the 
market jMaces. 

Only after we hav^ organized, developed oar alliances, and applied bonds 
of restraint to the corporate forces, can we take effective action directly 
against them. 

This action may mean that we will have to boycott products that are 
manufactured by conglomerate corporations that are going into farming in 
competition with family farmers. 

It may mean building new cooperatives. It may mean that coops and main 
street businessmen should not handle certain products such as Gates rubber * 
V-belts and tires, Heinz soups, etc. 

We are talking here about direct action against the corporations. Farmers 
are not afraidjo fight. But self-preservation suggests they should try to fight 
battles that can be won. 

There ismuch talk about farm bargaining, and there cannot be any question 
that this strikes at the heart of the problem. Farmers have made many efforts 
to l^argain* directly, even without the necessary legislative authority: The logic 
in many of these efforts is that farmers —like industrial and construction 
workers—can bargain by withholding the t|dngs have to sell until the 
price is right. * 

There are several flaws in this logic. One, [arm products are not the same 
as the products working {)l^ople (hands and skills) have to sell. Two, , the 
market for farm products is not the same as the market situation faced by a 
union member. 

Before direct bar^ining can succeed, the important pre-bargaining woric we 
have discussed must be done. We must seek broad legislative authority to 
bargain. This legislation would be comparable to— recognizing the essential 
differences of agricultural products— the National Labor Relations Act that 
protects wage earners. 

We must strengthen our forces and restrain the power of the corporatk)n 



537 

I ' . ■ 

' 100 THE CORPORATE INVASION OF AMERICAyGRICULTURE 

tlirough legislation. 

When a farm product is ready for market, the farmer has an enormoui 
**short-term investment" in it. The working man's only "investment" in his 
f ^ • product is a long-term investment.* He has received, training, served an 
^ > apprenticeship, or gained expcrie^ice and seniority over a long period. No 
immediate pay-off beyond the welfare of himself and his family is necessary. 
But the farmer has much greater pressure on him~generally from th^ 
m bank or other Jpnding ^institutions, as well as fromlhe implement dciler and 

supplier. V 

Therefore, an ^sential part of the farmer^s effort to control the conditions 
of sale of his products must be to enlarge Ws control over the market system 
through cooperatives. These cooperatives must include processing, and perhaps 
in some instances, distribution of products. They must at the very least pro- 
vide alternative marketing routes. The only alternative for the farmer must 
not be to hold his product until it rots, spoils, or deteriorates. 

* The reason farmers must have "alternatives" in the market place is that 
the buying side of the market has alternatives. Pitting farmers— fragmented 
into thousands of units—^against this kind of power is comparable to requiring 
"local unions" to bargain only with regional pt natioftal industries. The end of 
such "bargaining"^-^and i't could hardly He palled that --'is inevitable. The 
local union loses. ' - 

The farmer sfiould not confine his direct action against corporate America 
to the market sys*tem, of course. He must also exert pressure to have some 
control over the Prices he pays. If he doesn't, corporate America will get what 
it loses, in the marketing system 1)y simply raising 'prices of the things the 
farmer buys. Remember, corporate America is one system, related by blood, 
common stock and interlocks. 

New interest must develop in cooperatives for supplies and equipment. 
♦ This, too, must provide altcrmtive routes through which farmers can make . 

purchases. 

We have suggested some possible defenses against the corporate forces 
tliat are invading'rural America. 

Whatever those defenses are to be -^)r if they are to be-— they must be 
erected by rural America. 

Stated in military terms, what we have suggested is that we must organize 
our troops, cultivate our allies, weaken the enemy's sources of supply, and 
intercept his supply lines. 

Are you , brothers and sisters, ready to save rural America? 

ERIC . , ,2.45 
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Introduction 

LlVMtock «nd poultry VMtti rtprtient cnomoui tonnag*i and In 
r«c«nt ycAri arc Increasingly btlng conci^trMtcd Mt ctntral locatloiui. 
^Studlti Indicate that animal wiatti oaount to mora than 1«7 billion tona 
annually y equivalent to huaon population of 2 billion* The concern' Is 
not with the droppings froa graxlng onlaols on pasture land but with 
fesdlot production* For axaaple» reports Indicate that .today's beef 

V 

feodlots often have 10,000 to 50,000 anlaals, poultry operations aay 
» range up to 250,000 or aore birds, allkr-coir populations of tan exceed 200, 
and the swine on a single fara aay total 1,500 or aore* 

The saall diversified f sally fara Is rapidly giving way to large-scale 
specialised operations* Econoales of size tend to encourage llvsAtock 
producers to enlarge their operations . Population growth continues to ex«- 
^ ert on upward Influence on land value. Thus, aany livestock operators feel 
conpelled to carty aore onlaals on less and less land. 

The need for production efficiency has brought about substitution 
of housing for land and equlpaent for labors The large capital lnvest«- 
aent reqtdres a high anlaal denvlty and rapid turnover In order to aoke 
the operation profitable* 

Manure that once was naturally deposited on pastures now aust^be 
transported there by aen and aachines. Yet, two aajor factora deter 
livestock producers froa routinely handling manure In this aanner. 

First, hog and cattle aanures generally cost more to store, load 
m and transport than they return In soil fertility— 'conpared to the cost ^ 

of comer del alneral fertilizers . In other words , narrow profit margins / 
and high costs of operating livestock estsbllshaents will continue to 
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require low-coit Mcthodi of vaite flum«s<^^^* Ai a eourct of. plant 
nutrient! they are not now competitive with chemical fertiXlaera and, 
^although beneficial aa aoll conditioner!, crop yield increaaei are Inauf- 
flclent to Juatlfy tranaportatlon very far frop the point of origin. 

The aecond iapbrtant factor which diacoiiragea Uvea to ck prbducera ' 
from puttitig iK>i^a ii^imure back on the land la^ that many operatora of large 
cattle feedlota or hog confinement ayatema do not own or have acceaa to < 
aufflclent land to dlapoae of manure at a rate conaldered to be acceptable 
to the land. 

The a operation of Uvea to ck feeding opera tlona from feed production 
and breeding herda, particularly in the caae of beef cattle, haa made 
waste dispoaal directly to the land much leaa practicable. Furthermore, 
run-off from centralized lota la likely to cauae atream pollution and 
odors may create an unpleasant situation in areas with noTl*-farm realdencea 
nearby. 

A few Innovators are processing and retailing animal wastes as soil , 

builders to the public. How much the market for such a product can be 
expanded la queatlonable^ 

Other approachea Include tanka to trap the run*off and liquid Waatea 
and a partial or total return of waate materlala to the land, including 
the apread.of llqulda through Itrlgatlon. Froperly treated, animal waatea 
have been demonatrated to be a beneficial' aoutce of feed for animala,, 
poultry and even flah. 

Some llveatock producera are ualng lagoonlng aa a method of manure 
dlapoaal but thla haa not gained wide acceptance. Aalde from aeatH#t:ii6a| 
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land !■ not «lw«yf Available or My be too poroui , end there la often 
danget of contaminating water iupplles. The biological oxygen demand la 
imuaualXy high, and theie waitci contain nutrlenti and pathogenic organlima. 

Keiearch la underway by the United Statei Department of Agriculture, 
Agricultural Rcicarch Service, the land-grant unlveraltlea, the Federal 
Water Quality Admlnlitratlon and other organlzatloni to develop low-coat 
but adequajCc control meaiurea* 

, The waate problem la extremely complex, alnce each type of animal 
matture haa Ita own particular charactarlatlca and requirement a for treat- 
ment* Waate management la Influenced by the kind of feed uaed, climatic 
condltlona, geology and topography, the kind of aoll and hydrology, and 
local water quality atandarda to deal with problem* of a apeclflc area. 

It would not be reallatlc to aaaume that a almple ayatem of animal 
waate dlapoaal could be developed to meet the requlremcnta of all areaa« 
It appeara that the objective ahould be the development of a ayatem to 
provide maximum protection to the environment at the lowcat poaalble coat. 

^ * Queatlona and Anawera 

1, What la the magnitude anlttal waate problem? 

Studlea prepared by the Unlted^tates Department of Agriculture and 
agricultural experiment stations Indicate that approximately 1.7 billion 
tona of animal wastes are produced annually, about one- third of which Is 
liquid. Litter, bedding, paunch manure, Idead animals and 'birds also add 
to th^ growing problem* It Is estimated that abqut one-half of this waste 
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My be actrlbutcd to conctntrated llv«itoc1c production lyittwi^ (1) For 
•x«Kplcr» fatMtr fctdtri In 1968 had 99 parcant of the cattla faadlota In 
tha Vnltad Statat but producad 53 parcant of tha fad cattla* Comardal 
faadlota sith capac£tla» for 1,000 haad or »ora had tha othar 1 parcant 
of tha faadlota and producad tha raaainlng 47 parcant of tha fad cattla* 

Thla vaat quantity of animal vaata production 1^ aqulyalant to that 
of a human population of naarly 2 billion. (10) 

f hcnomanal changa haa takan place during tha paat thirty yeara with 
raapcct to animal vaata dlapoaal. Thaaa vaataa vara onca conaldarad an 
Important aaaat In providing fartlllty to tha a oil « 

Tht 1938 Yaarbook of Agrlcultura carrlaa tha follovlng atatamant; 

One billion tona of manura* tha annual product of 
llvcatock on American farma, la capabla' of producing 
$3 billion worth of inbraaae in cropa. Tha potantlal 
value of thia agricultural reaourca la thraa timaa 
that of the Nation* a uhaat crop and aqulvalant to 
$440 for each of tha country^a 6»806»000 farm oparatora. 
Tha crop nutrients it containa would coat mora than 
alx timaa aa much aa waa axpandad for commercial fat" 
tilixera in 1936. Ita organic maftat contant la double 
the amount of aoll humua annually deatroyad in growing 
the Natlon'a grain and cotton cropa. 

Currently, animal waate la conaldarad*T)y many padple to be the lead- 
ing agricultural waate problem, Thia changa in attitude toward anlatal' 
waataa haa occurred becauae of tha ahlft from llvaatock production on tha 
individual family aiza farma to concanttatfd Xatga acala, confinement*- 
type antarpriaea . Theae changea include multi-thouaand*-haad beef or hog 

(1) Numbara in parentheaea refer to literature cited, pp« 33. « 
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f««dlot«i dairy oparatlont vhlch txcttd 200 c(nni« «nd poultry MttrprliM 
vlth thouiandf of blrdi. W«it« dlipottl of tta««« cooc«atrat«4 llVMtock 
op«ratlon« ii nov a tarlotit problMi btcmuft th« coiti of handling ftanuraa 
vaka tha« no longar covpatltiva In prlca with chMlcal fartlllsara. 

In avaluatlng th« affact of fan waataa. It wit t ba kapt In ttlnd that 
Boat doMitlc MlMla dally produca facal aattar haying graatar lOD^^ than 
that of aan, although tha lOD In ralatlon to voluM of affluant varlti 
graatly a«ong ipadaa. Ona cow, for axattpla^ will produca wmura aqual, 
In taraa of 10D» to tha img« of 16*4 paopla* Thlf iMani that a faad^ot 
handling 1,000 ht ad of cattla would haya about tha liMr waita-^lapoitl 
problaa aa a laall city with a population of 16,400. Tha city wouli prob-* 
ably hcva aawagt tr««tMnt facllltlai, but tha faadlot li uattally not ao 
aqulppad* (10) 

Traditionally, tha placa for Banura haf baan on tha land* Xacant 
atta«pta to dlipoia of It In lagooni hava baan un«atlifactory* Additional 
raiaarch la naadad to davalop mora affactlva dlipoaaX ayitMM. Studlai 
Judicata that tha banaf It* to loil fartlllty froa manura application undar 
Bodarn farBlng condlttoni do not In all Initancaa juatlfy tha coat of 
apraadlng. 

But llvtitock oparatori wutt eontand with a dally aupply of a product- 
Banura-— that thay can^t lall, can't glva away, «nd can't burn. It li 
obvloua that thara la an urgtnt n««d to davalop BOta aconOBlcal ways and 

1^/ Tha b^ochMlcal oxygan dasand (BOD) rafara to tha aBOunt of oxygan 
raqulrad to dacoBpoia tha organic Battar praitnt In a laapla of 
watar. 
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Mans of handllni «mnurt to provldt iO«t t)antflt to tht land irhlla aliwlii'^ 
•tins possible pollution froM fan runoff or other foraa of anvlVonatntal 

pollution* * 



A 

2, What ara the pollution lapllcatlona of anl»al yraafii? 

Whan vaatca arc not: proparly dlsposad of pollution arises f ro« the 
anl«al excreta and anlaal production operation!. Such pollut4.on may 
affect air, water, |ioll, and various life forme Xt Is also associated 
with depletion of oxygen In streams* These wastes cause excessive 
nutrient loads and unsightly appearanees In our streams. Other Impacts 
on the envlornment Include the spread of Infectious agents that affect 
man andanlsials; obnoxious odors; toxic gases; Insects; and ^uats. the 
biochemical oxygen demand (BOD) of manure produced from agricultural 
llveitock and poultry In the United States, Is estimated to be tan times 
that of tty«! sewage produced by the human population* 

In low flows of a sluggish stream carrying Excessive quantities ot 
wastes during the warm weather, there will be lihXe oxygen avaUable for 
either the respiratory needs of fish, llf« or the oxidation of organic 
pollutants. 

Recent studies indicate thut untreated municipal sewage has a bio- 
chemical oxygen demand in the neighborhood of 100 to AOO p.p.m. Xunoff 
Carrying wastes from barnyards and feedlots may have s BOD varying from 
100 to 10,000 p.p.m., depending on the dilution and degree of deteriora- 
tion of the wastes. **Publlc health authorities object to runoff entering 
a stream if it excee^ 20 p.p.m. in BOD." (10) 
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Anlsal VMttt In g«n«ral «nd f««dl6t vutti In particular «c«ocl|ittd 
vlth concentration of Uvaatock production undat conflnad faadlng ayatMM 
poaa aiynlf leant anvlrooManCal pollution problaaa in apadflc araaa: 

"(1) 71ah and aquatic life and ractaati^onal uaaa * 

(2) Potabla watar auppllaa both aurfact and aubaurfaca * 

(3) Land uaa, odora/and aaathatlca . 
Flah kllla ftava provided axaaqplaa of coneaquanita of pollution. In / 

X967y of tha recorded flah kllla vhlch occurred^ the hl^eat perctntaMT 
«i(aa attributed to agricultural waatea., 7eedXot waetVa vera regarded 
a key factor* / 

Waate val;er runoff lowera the oxygen content of the receiving JtraaMi 
and increaaea the atwunt of anaonla above acceptable levela* One writer 'a 
experience waa particularly tragic. **He had obaerved a alug of anlaal 
vaatea enter a attean and dlaperae for a conalderable dlatance. Afterwarda, 
flah were obaerved aurfaclng and atteatptlng to obtain life- giving oxygen 
froM the air. Crayflah were aaen atrugfUng out of one of the atreaa*a 
banki and returning to the oxygen-leaa watara., Atudyala of the atream 
ahowed the dlaolved oxygen content to be xero and the aawonia content waa 
•even ttllllgraaa per liter. Both wide quatlc Ufa a virtual iapoaalbility W 

'i' ■ 

and aport flahlng* or for that Matter^ any flahlng were futile exercleea.** (22) 

Htcreatlonal araaa, water aporti auch aa awliMingi and akllng, can all 
be advera^ely affected by uncontrolled runoff froa feedlota. Thi polluted 
wacera create a health haxard becauaa of the nuaeroua dlaeaae bearing 
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oxgrnxium ptAStnt In th«f« vkft» • It htc bttn rtport ad thtt nam 50 
known dlicMM can bt aqiMtlctlly transmit ttd froa tnlwiXg to man* (22) 

In tarly 1966, th* Intttntttt CoMdsalon on Potonac Xlvtr basin 
raporttd: 

. - ' ** 

Evarr tlM It ralnt««-ftnox|»oiui aaoimtt of AnlMX 
wastM art washad from'famQrArds into tha Klvar, 
randarlng It unaafa for twlwalng • . • .Althotii^ only a 

quartar-of-anallllon paopla llva In the rlvar basin ^ 

abova Graat Palls, It has baan astlmatad that the 

nuBhar of farmyard animals-- cows , shaep, piss, 

chickens, turkeys^ls tha aqulvelent of e human popu-* 

latlon of 3.5 million* While moat of tha human popu-» 

latlon Is served by some sort of scwege treetment 

plant, there la no com^ierable treatment for the enlmal 

wastes.»» (10) 

A study prepered In 1968 by br. Raymond Loehr, Professor of Weter 

Resources and Agricultural Engineering, Comall University^ for the 

Pederel Water PollutJWn Control Administration, Indicates thet until the 

enlmal veetes enter {the ground or surfece veters, they generelly do not 

creete a serious water problem, tending to stey within the feedlot eree 

until the eree Is cleaned or until runoff weshes them aiwey* The water 

pollution problem associated with these westee li dralnege durli^ periods 

of rainfall. Studies on Long Is lend reveeled that the weters of Moriches > 

Bay and perts of Greet South Bay are polluted by becterla, suspended 

solids, and nutrients* These studies Indlcete further thet: . ^ 

...mejor sources of pollution arm duck farms lining, m 

the shorts* Closing of these areas to shellfish 

operations hes ceused sn economic Injury In exceis * 

of 2.5 id.lllon dollers ennuelly to the shellfish 

Industry* Pollution of these waters has .resulted In 

an unsightly appeerance, production of objectlonal' 

odors, excessive elgee end aquatl^c plants, and hu 

adversely effected recreetloneX use of the weters. 
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Th« efftcc of luch pollution im apparttvc In tht * 
nunbcr of fiih kllli chac have octurrcd.,.iiMoiC of 
cht flih kill! cauicd by anlval vaitci occurrad In 
Xaniaa* Thli luigtatt a sraac awarcncii by Kanaaa 
official! of Che pollution cauatd by animal waatti 
and not that th^c problem la unlqua to Kaniaa* . 
Animal waatti kllltd 82 to 99.5 percent of the flih 
killed In Xaniaa In 1964 and 1965, reapectlvely. 
Sprlni ralni In Kaniaa In 1967 cauied tone of cattle 
feedlot l^aatei to enter the recelvlni ^treama killing 
an eitlmated 300,000 to 500,000 flih. (21) 



3. Hov have chantlni production practlcei vlth reipect to llveitock 
production contributed to the animal waate problem? 

To achieve lower coiti produce ti muat adopt better breede and atralna 
of llveatock; feed better balanced, hl|h*-energy ratloni; mechanise feed** 
Ing methodic arid expand the ilxe of their bperatloni, Theie practlcea 
tend to lead to more apeclallxatlon of production* 

One goal ioufht by the large-icale feedera li to reduce the amount 
of lebor required In feeding operations* Xecent reporte prepared by the 
United Statea Department of AgrlcuXtura Indicate that feeding ayateM for 
broiler* , for example, now require the aervlcei of only one man to care 
for 60,000 to 75,000 blrda. A man can feed aa many ai 5,000, head of cattle 
in « modem feedlot, or one man can handle 50 to 60 milk cove In a looee 
houilng mechanized feeding tyatem* " 

Although large»icalf enterprliei exlit in all typea of llvtitock and 
poultry production, currently the meat^poultry Indue try la the major part 
of agricultural production which approachea complete coordination (through 
economic integration or contract) of varoue etagea of production from 
breeding flocke through proceaaing of finished birds. Considerable coordin^ 
atlon is also found in the egg industry. 
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Tradltlofullyy th« Com l«lt has bttn th« ctnttr of cattle fttdlng In 
tht Vnltad st«t««< In mov rtctnt y«ari| Inttnilfltd cattlt faadlng hat 
I iNvtlopad In tha vaatam and aouttwaatarn raglooa. In thaaa flnlahlng 

faadlota faadar cattla racalva « hl|^ anargy ration until taady for ^ 
alaughtar. * » ' 

Gapadtlaa ranga fro« laaa than 1»000 haad of cattla to 100»000 
haad or wora. Tha larga faadlota ara nalntalnad naar full capacity 
yaar around. Whan ona lot of cattla la flnlahad» It la warkatad and 
raplacad by anothar lot* Xn 196{(, although only 1 parcant of tha 
cattla faadlota bad capacity for ovar 1»000 haad of cattA» thla group 
handlad about A7 parccnt of tha fad cattla «arkatad. (12) 

Xn tha hog induatry* large seala apaclaXlxad antarprlata ara alao 
developing! but not aa rapidly aa In poultry and fad cattle, nor with 
the .ewe high degree of coordination. Xt la eatlwated that laaa than 10 
percent of Market hoga com frott auch flrwa. 

Xt la an accepted fact today that tha trend tcward Increaalng production 
of llveatock In confinement will, alao create greater concantratlona of 
vaatea and will no doubt create a greater pollution probla« aa the faed 
ratlona "change to feeda which contain laaa roughage and »ora biodegradable 
material. » \ ' ' i ' 

Xn a nmri^er of Statea the par capita equlvalant anlauil population la 
greater than the huwin population^ The problena ganetattd by anisal 
waatea will very likely be the grcateat In thoae Statea, Thla la not to ^ 
Infer, however, that waate probleiia will not occur In othar Statea* Iiocal- 
Ixad^robltM are likely to occur whereva^ concentration of anittal 
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production .ia developed. Many feedlots luwe <:«p«cltie8 for 2,000 to 
10,000 head of cattle. It Is estimated that these lota wlH, produce 
wastes, on a total spiids basis, equivalent to that fro« coiimMtiiti^>^ 
•bout 36»O00 and 183,000 liopulation, respectively. Broiler operatioxis 
w^lch house from 100,000 to 1,000,000 birds are not uncommon today. Such 
operations pr^oduce wastes equivalent to coMWJuaities of about 10,000 to 
100,000 poptilation, respectively ► (21) 

4. How" do animal wastes^ and effluents from dairy operations Impair 
" the quality of our water supply? 

The pattem of dairy production, in many respects, parallels the 
problems of the poultry producers and beef lot operators. Dairy farms 
are becoming fewer, but larger, and the economies of size point to \ 
more concentrated production units and, of course, the concentration 
of resulting wastes. 

The average cow will produce 70 to 90 pounds of wet manure per day. 
This amounts to 10 to 16 ton* of wet manure for each cow in- a years' time. 
On January 1, 1971, there we^e nearly 12.5 million milk cows on farms in 
the United States. More than 40^ percent of the total number are in the 
States of Wisconsin, New York, Minnesota, Calif omia and Pennsylvania. 
If we use the figure of 10 tons of manure pet animal per year we have a 
total of 125 million tons of waste to dispose or to utilisEe in some manner* 

The dairyman today with a AO-SO-^coW herd/ and a reasonable amount of 
land does not normally have a' serioig^disposal problem. When his herd 
sizr passes the 100 cow mark, however, critical waste problems can arise* 
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The average nunber of cows in a northeeetern delrx herd !• about 48 
aninala today. Thla average will probably re4ch 75 per herd by 1980. ! 
It la expected a aubstantlal ntmber of producer* will have herds r«iglng 
froa 100 to 300 cowa, 

Iheae data Indicate that the trend in «dalry production la toward 
more intense operations both^n nunber of cows and the degree of confine- 
nent. , 

The following stateaent with xespect to pollution from dairy operations 
was made «t the Cornell University Conference on Agricultural Waste Man- 
agement in January 1970: "A critical situation has already been i«eached ' 

t ■ 

, in Florida. A number of citations have been made to dairymen for pollution 
of surface water by the ]^lorlda Department of Air and Water Pollution Con- 
trol under provisions of the 1967 FOLorlda Air and Water Pollution Control 
Act. Operators are being Instructed by the regulatory agency to contain 
wastes on their own fani(s« This does jprevent the unsightly presence of 
suspended solids^ and odors on neighboring property , but it does not treat 
the prpblems of groundwater pollution by nutrients. 

Confounding this problem is the large concentration of deirles near 
Lake 01ceechobee» the second largest fresh water lake within the United 
States. Control of this lake is the key -to^egulatlon of water in all of 
south Florida. It offers great potential as a municipal water supply, 
fishing and recreation area for the rapidly expanding population of Florida* 
There is some evidence of degradation Tol the lake during recent years » 
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It is thought that sone dairy waste Is floylng Into tha lake, particularly , 
hy way of Taylor Creak,**." (3) 

The State of Wlaconaln had more than 1,8 million dairy cows on famis 
on January 1, 1971 creating nearly 30 tnllllon tons of nanure that nust 
he transported each year. 

However » many, Wisconsin dalrynien are using a relatlva3.y new aethod. 
of waste disposal, the liquid utanure ayaten* ' 

Generally » the aystesi consists Of the following; 

— Tanks to which water has been added to a tore raw nanure » 

— Machines to agitate the mlxture.it 

Pumps to draw It out vhen the time cornea to apply it on 
cropland. 

— Tractor and apreader* - 

Where farm operators confine llveftock Into small areas » the liquid 
manure ayatem tends to he prkctlt:al and economical. Hog' farmer a have 
been ualng the system successfully. 

Economic feaalbl lit y depends on t;he valine of the Knanure, farm 
operating costs, and other vari/ab lea, according to a aurvey made on 
Wisconsin farms by the University of Wisconsin in cooperation with the 
USDA's Economic Research Service. 

Liquid ays terns generally require a higher InVeatment In equipment y 
(twice that for conventional systems), but they salvage more of the nutrient 
value of the manure. In the Wisconsin study, the conventional system was 
found to be cheaper to operate for dairy herds of fewer, than 50 cowa. And 
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at the 50-cow level, coiti ovelf return* were the leae for the two aytemM^ 
teking into account the value of plant nutrienta in the manure. 

However, for herda of more than 50 cows, liquid diapoaal became «ore 
economical, due mainly to higher Value of liquid manure, Ita value aver'* 
aged $32 annually per qow> or at leeiit $12 more than * well operated coa- 
Ventional operation. (18) 

5. What appro achea can we take to aolve the animal waate problem^d 
other agricultural pollution of our water Supply? 

Agriculture haa an important -stake in the light for clean Water be- 
cauae it withdrawa and conaumea. more water than any other aegment of our 
society. Over the years numerous agricultural practicea and conae^vatlon 
meaaurea applied have helped prot^ the weter aupply for the entire 
Nation. However, the changing farming practicea, particularly the con- 
centration of liveatock production, have exceeded; the capacity of producera 
to cope with the growing problen of pollution, ' 

In a paper preaented at the Cornell Univeraity Conference qn Agricul- 
tutal Waate Management in 1969, John M. Kademacher, Keglonal Director^ 
Hiaaauri Basin Region, Bn'CA, Kanaaa City, Miasourl, auggeat^d th^ollowing 
approach to deal with the problem: 



The exiating legialation pertaining to feedlot 
pollution control ahould be thoroughly evaluated. 
Many of the baSicN-etfncepta contained in the regulationa 
are aound* However, more attention ahould be directed 
to management practicea which would prevent the wastes 
from entering l^urface or ground watera. We muat empha- 
aize that preventing waatea from contaminating the en- 
vironment by keeping feedlot waatea isolated from 
waters ia'better than the palliative measures employed ^ 
after entry into the waterways. (2) 
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lUdtMCher, pointed out further thit lawi iiust give sore conilderAtlon 
to the location of feedloti^ Feedlote In the paiit have heen^ located In 
nuaeroua areas with little regard to the a oil ^ndltlona and aaao elated 
topographical characterlatlca. Xt may hecoae neceaaary to require zoning 
regulatlona to prevent the encroachment of anlaal populatlona. Into urban 
areas as wel,l as to prevent auch encroachnent of the human population Into 
anlaal feedlot areas. 

California and Hawaii have iiade ao«e progress In thla direction hy 
enacting Xand conaervatlon acta which prevent encroachnent of urban 
development Into agricultural areas* Their laglalatlon provldea more 
favorable tax asaeaamenta for agricultural landa* (2) 

Many of the problems to be aolvad are , relatively new and aa a reault 
have not received aufflclcnt raaearch attention. 

Aa atated In a recent USDA, Agricultural .Itaaaareh Service Study: 

There la a preaalng need to develop baalp daalgn 
criteria that are amenable to Some adjustment to 
meet the widely varying conatralnta aaaociatad with 
different enterprlaea In different parte of the country. 
Klementa of the problem Include characterlatlca of 
manurea, removal of manure from llveatock and poultry 
quartera, atorage, tranaport, feaalblllty of uae on 
land and dlapoaal by burning, uae of lagoon* or 
similar facllltlea, or burying, Dlapoaal problema 
Include handling carcaaaea, milk-^room waataa« azid 
allege effluents* 

Moat of the present methods for handling llveatock 
and poultry waataa are no longer economlcalXy justl* 
flable nor eathetically acceptable. Kew methoda and 
syatens are eaaentlal. Engineering competence will 
he needed to evolve a completely new ^ftmlly of^agrl* 
cultural equipment and proceaaea." (XO) 
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The ChoquAttc brotheta» Upland » Kftbraska feed 200 to 300 head\^ 
cattle per year In their five feedXDti)> covering approximately 4 acrea. 
The area dralna Into one naturel dtatr that would otherwlae empty Into 
a tributary of the Republican River In 'the Fraxilclln County Soil and 
Water Conservation Dlatrlct« 

The Choquette brothers flrat pick up the aollda and haul them out to 
be spread on the land. The remainder waahea down with every rain and 
la trapped In a farm pond. The pond la equipped with an emergency aplll- 
Way. 

A apeclal tractor drlvea pump picks up the liquid from the pond and 
pumpa It 75 feet through an underground line to the edge of the field 
where a rlaer permltf the wastes to empty directly Into an Irrigation 
lateral or Into a pipe. Each row geta Ita ahare of waate material In 
the ssme manner as the regular Irrigation aystem/ except the water from 
the pond la loaded with wastea that were not permitted to pollute the 
Republican River. Thla operation permita Irrigation and fertilizes In 
the same operation. 

The Soil Conservation Service conaervatlonlatt. aaalatlng the Dlatrlct 
surveyed and dealgned the pond Juat as they would any other farm pond* 

The Choquetta brothera claim ^*the pollution control System coat them 
about $2,000 and Chat l^ey will only have to pump $100 worth of value 
from It each year to amortlie It In 20 years." 

They can pump theae nutrlenta anywhere on thfclr corn land, except 
when It Is being worked for planting. If It doean't tain they pump 
water, from their Irrigation well directly Into the pond and out sgaln 
onto the land. (16) 
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6. How dot! dl»poa*l of nltrogtn cowftOntnti In animal Manure pregcnt 
a Manatttnt problaa? 

Dlapoaal of manuraa conttlbutaa substantially to ths contaalnatlon 
of surf see and f roundwatcri^ by nltrata nltrogtn. 

Ccmsldsrablc Information Is avail abla currant ly Indicating;, that tht 
haalth of child ran and animals aay ba Impalrad by drinking vatar con- \ 
talnlng mora than 10p«p.m. H aa nltratas. Soma reports ravaaX "nltrata 
poisoning of llvastock from consuming foraga In axcass of 0*3 par cant 
nltrata nltrogan on a dry valght baala«" tlvastock daaths In Canada 
hava baan rapottad dua to Kvastock '*constMilng foraga containing 0.4 to 
0«5 pat cant nit tat a nltrogan." Xha foraga Involvad had baan grown on ^ 
land on which tha appllcatlbn of manura had axcaadad tacommaodad rat aa 
by flva tlmaa In tatmS of nltrogan. (2) 

7# Why hava lagoons for oxidation of animal wastaa not baan cowplataly 
*^ auccaaafulT ' 

tagoona for oxidation of animal waatas hava baan usad with varying 

dagraaa of auccaaa. Tha Solith Dakota agricultural axparlmant station 

I ■ • ■ 

haa raportad that thay ara ganarally a fallura In that 5tata. Tha lagoons 
ara hamparad by problama of ovarloadlng, floating lit tar » aquatic waada, 
and buildup of sludga, I ^ 

^'Whcn tha lagoon bacom^f ovarloadadt bactarlologlcal dacompoaltlon 

changaa from aaroble to anajaroblc. During anaaroblc (abaancs of oxygan) 

V ■■ 

dacompoaltlon, noxious gsaijs and .vllc odors aaanata« tindar such conditional 
tha lagoon bacomaa mora uAaccaptable than tha ordinary manure plla. (10) » 
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8. How dot! airborne mKmonim from cat tit ftt^lof affact titarby lakai 
•nd rivri? 

Th« USDA» Agricultural Hasaarch Sarvica In (^ptration with tha 
Colorado Agricultural ExptrlMint Station has racantly purautd raaaarch 
to dtttralne tha rata at which aMtonla la abaorbad dltactly from tha 
by water aurfaeaa undtr dlffartnt conditions of tamptratura an^ 
cllmata at varloua dlatancca and dlractlona from cat t la faadlota* At 
tha Bvna tlma, tdtntlata naaaurcd tha amount of ammonia contributed by 
rain and anow* 



Lakes In the vicinity of emaller feedlota (800 h#ad) abaorlied four 




tlmea the amount of nitrogen that waa measured at a pond located at least 
10 miles from eny feedlot. (7) 

The study showed thet emmonle voletllixes from feedlots and 4s 
ebsorbed by lekes throughout the yeer» even though the lekes are covered 
with Ice and snow. 

The findings In this study Indlceted further that elrborne aamonle 
from feedlots neer lakts and rivers may cpntrll^t^ta more nitrogen enrich- 
ment to those bodies then runoff and deep percolation from the aame aourcea. 

The bodies of weter simply ebsorb ammonia » a 
nitrogen compound from the elr« In one leke In 
northeastern Colorado , a little over e mile 
from e lerge feedlot » the surface ebaorbed about 
30 pounds of, nitrogen as emmonls par ecre par yeer* 

The discovery upaeta the prevailing concept that 
the problem of pollution £rom cettle feedlota will 
be solved when a wey la found to dlapoae dif enlmal 
westea aafely, DlapOaal muat Include provialona for 
controlling volet llixetlon of ammonia. Aa Auch aa 
90 percent of the urlnery nitrogen excreted on e 
feadyerd can be releeaed ea ammonin dlractly Into 
the elr. 
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9* What about mloft waitt wnttwiant? 

Svina waatts have Bom fartlllty valua, but tha Incraaalng coat o£ 
handling, aqulpmant and labor, and tha convanltnc*, rallablllty, and 
lowarad coat of coi^arclal fartillxar hava changad awlna vaataa £r<m an 
aaaat Into a production axpanaa. 

* 

A workabla vaata*»anaga«ant ayata* for a hog«-productlon unit 
probably cannot bt *ada up of one ttaatii«tt »athod hut vlll h*v* to 
ba cowpoaad of aavaral to ba aaaurad of a co«plata waata-«anaga»ant 
ayata«« 

Tha following ara uotm^ot tha ayataaM that hiava baan uaad aaparataly 

or In eoablnatlon: 

a* Settling tank and anaerobic lagoon» 

b* Oxidation ditch, aattUng tank, aerobic lagoon, 

c. Settling tank, floating aerator In lagoon, and Irrigation 
or pumping, to flelda* 

d. Floating aerator In aerobic ^lagoon and f luahlng out with 
treated lagoon water » 

Operatora nuat conalder different coii)lnatlona and aelect the method 
or coiAinatlon beat aulted to their particular operatlpna. 

Along with the operational coata of the ayatem, the ayatem conaldered 

<t) ' ■ ■ 

amat be evaluated in ttxmB of ita effect on dealrable working condltlona, 

control* of pollutlt)n, odor control, and general appearance of the operation 

The loweat coat ayatem may not be the moat dealrable if it la not acceptabl 

to workera and nelghbora. (4) 
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10. What M thm 3tohlmm pacullT to poultry littir dUMM 

foultty Mnurt and lltttn vary vidaly In both phyalcal and diMical 
coiipoaltlon bacauaa o'f varloua factora: typa of poultry ralaad^ nunbar 
of blrda par unit of araa, kind of faad^ kind and quantity of llttar and 
othtr ralatad Banagasant fiictora. Cllaatlc condltlona during llttar pro-^ 
duct Ion and atoraga and mathoda of handling aftar production all tand to - 
affact littat covpoaltlon* 

Final dlapoaal of huga quantltiaa of poultry winura la now a sajor 
problam. Tha fartlllxar valua of tha llttar haa baan known for aoaa 
tl»a and larga aaounta ara balng uaad for that purpoaa. Howavar* tha 
Incraaalng poultry production » particularly tha Incraaalng alxa of 
poultry production unlta^ haa raaultad In a lar^a tonnaga for which 
thara la no iMMdlata banaflclal uaa. If tha factors affactlng tha 
chfiaicaX co«p^ltion of poultry manura wara bat tar known > It la poaalbla 
that additional aathodi of thalr utilization and dlapoaaX could ba 
avaluatad* 

Larga acala poultry opara|lona >tava glvan rlaa to ganaral probla»a 
of pollution and offanalva odora in naarby araaa. (2) 

SoM attention haa baan glvan toualng procaaaad poultry waatat aa 
f etd 8upplt«anta . At tiiHk Cornall Unlvaralty Conf aranca on Agricultural 
Waata Hanaga««nt> 1969 »T« A. Long » and co<^orkari, praaantad a papar 
giving tha datalla concarnlng tha valua of hydrolyxad and dtiad poultry 
waata aa a faad for ru«lnant anlMila, 
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In a ««t«boll8« trl«l» vethtrs were ftd a ration 
In which Che nitrogen was supplied by hydrolyzed 
poultry veetc» cooked poultry vsetey or soybean oil 
aesl. The digestion coefficients for crude ptoteln 
differed significantly between all^rstlons* Mltrogen 
excreted In the feces waa algnlf Icantly lower for 
the aoybean oil weal ration than for the poultry 
waate ration* No other algnlflcant dlfferencea were 
obaetved* 

Xt waa found In a fattening trial with ateera that 
rate of galn» feed efficiency and carcass grade ware 
not aignlficantly different for beef ateara fed ra- 
tlona In which the auppleaental nitrogen waa aupplled 
aa aoybean oil «eaX» hydrolyxed poultry waate or 
dried poultry waate* Rate of gain waa higher for 
the ateera fed the ration containing urea« The 
treated poultry waate ratlona were readily conauatad 
by the ateera and no tindeairable effect on carcase 
characteriatlca were found. (2) 



!!• WhO_gejEgwienda tlona have b^en gada to deal with the anl«al waate 
problaa In the future? 

The continuing population Increase In the United Stataa and the 
Increase In per capita conaui^itlon. of «aat products » particularly beef 
and broiler chlckcna^ will rtault In greeter nuabara of anlmala produced, 
tlveatock feeding operatlona will aioflt certainly Increaae throv|hout the 
nation both In number and site of operatlona « The probleaa aasoclated 
with anlwal waate dlspoaal will be wagtilflad proportionately. 

The reconMndationa «oat co«sK)nly made with respect to »ore effective 
anlMl waate aanagtaent both now and in the future is wore research to 
gain adequate knowledge to deal with the nusMiroua aspacta of this woat 
conplax probXeii« 

Professor loaht» Cornell University i in his study on Pollution 
laplicationa of Animal Waatca-*«A Forward Oriented Review* made the 
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follwlng rtcowMndationt for the futurt folution to tht anlMl w«it« 
probltm: (21) 

A. Coniidtrablt caphasii be givttt to the Mieittttnt 

ot feasible ultia«tc diipoeaX technique! for untreated 
eolidi and liqulde me veil as for the reiiduei f roa waiti 
tr#atMent proceiiei. 

B. All aniwal waite reiearch and developaental projects 
■hould be oriented to obtain coit data to evaluate 
potential treataent and abatement lyiteae. Economic 

, studies should be conducted to evsluxte: 

(1) the effect of the coiti of waite control and 
abatfeacnt on coiti of aniMsl production^ 

(2) the effect of the coiti of anlaal production on the 
costs of waite control and abatSMnt, 

(3) the coiti that will eventually be borne by 
the coniuaer* and 

(4) the probable need for lubiidiei to insure adequate 
aniaal waste control and abatesent, 

C* Large scale anlMsl production enterpriiei be con- 
sidered ai individuid industrial, and that they 
be coniidered subject to State and Federal regulations 
concerning pollution abateaent. Current Federal and 
State regulation! should be reviewed to eniure that 
they adequately cover pollution cauied by animal 
production facilities. 

D. That forward oriented review be .^conduated in five 
yesri to asie*s the ^evelopaenes "in t&t tiae and to 
develop directions for the futui^e. 



12, How have Federal Covernaent agencies cont ributed to ainlaixing 

l^jition? 

The U.S. Departaent of Agriculture^ the Departaent of Health Educe- 
tion and Welfare end the Departacnt of the Interior have all contributed 
substantially to research efforts to seek effective aeans of dealing 
with the aniaal waste prtHblea. 
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USBA* action pto%tmM are dlracttd toward (a) aduca- 
tlonaX prograi^i that racowMtnd daalgna and Mnaf ti^nt 
tachnlquaa that will allavlata poXlutlon throufh luie 
of currant knowladga; (b) technical aaalatancc within 
aoil conaarvation diatricta and through axtanalon 
apacialiati) and (c) loana to indivlduala and aaaocia- 
tiona or groupa of faraara who naad to iwprova thair 
facilitiaa— improving ani«al-waata haandling facilitiaa 
would qualify. USDA anviaagaa axpanaion in all typaa 
of activltiaa and conf idara incentive p$y«anta par- 
ticularly neceeaary in thia arae^ (1) 

The objective of USDA'a reeearch program la to develop efftctlvt 
wethode of treating and diapoeing of aal«al waetee throu^ e nUi*er 
of Bethode, including lagoona, oxidation di tehee, and epplicetion to 
croplend. Keeeerch ie eleo being puraued to leern more about the 
quentity of ani»al waatee thetjuiy be epplied to croplend without 
deMge to crope or the lend, aa well aa new »ethode of diepoeal. 

Land epplicetion retea of feedlot waatee are highly veried and 
at the preeent ti»e range f ro« ea little aa five tone per ecre per 
yeer to aa wich ae 300 tone per ecre depending on the cropa grown, the 
condition of the lend, the kind of »anure, and the uae of the crop 
produced, whether for grein or forege. 

Where bernyerd Menuree have been epplied to crope, yielde heve not 
eubetentielly increeeed when «ore then 6-10 tone* per ecre h*ve been 
applied annually. It la probeble thet feedlot or liquid waatee could :: 
be applied et heavier ratee than bernyard manure bacauae of the lower 
■ eoluble nitrogen content. Beet reeulte heve been obtained when the 
Manure ie euppleaehted with phoaphete fertilixer. 
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Exctttlvt rattt of MAnurt Addition mmy result In Abnoraal vtgttAtlvt 
(ronrth and lodging of nom cropi* 

Vhfri drought or txciiilvtl^ wtt toil conditions prevail during 
tht growing stasoit, tht maqurs not dtco«poss and could rssult In 
production of coapounds that art toxic to plants » Too «uch organic 
satarlal In ths root tons could rssult in drying of tha soil so gsr»tn«* 
ktlon and Mtand could ba advaraaly aff acted. 

Paatu;re or sllags. crops produced on old fsedlng areas «ay contain 
so such nitrate that the, feed in toxic to ruainants. AgronoMlsts frs- 
qusntly rccoaatnd that eovn or sorghum produced on heavily Manured areas 
should be harvssted for grain. Crops for silage should be grown on soils 
receiving chMilcal fsrtlllzsrs so the aaount of nutrient 9 available 
during the critical growing seaaon can be wore accurately controlled. (20) 

USDA'a research prograaa with rsspect to anlwil was tss Include finding 
usee of anlMal was tss for profit or at least on offsetting disposal coats. 
One axaapla la the eonveralon of poultry feathers Into pro t sin feed. 
Research for both on-fatM and off-fam uses and processes is llksly to 
continue in the future. In this area of epphasiei action prograiM are 
generally in the for* of technical assistance in the construction of ^ 
processing facllltlea. 

tISDA'a research prograais have alao been directed toward developing 
ttore inforwition concerning land use planning. This research is needed 
to develops accept able tachniquea for protective xoning for agricultural 
production in the future. 
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The United States, Department of Agricultute admlnistera the Rural . 

Environmental Aaa is tance Program (RfiAP) > (forfterly the Agricultural 

Conservation. Program) , authorized by the Soil Conservation and Domestic ' 

Allotment Act of February 29, 193'6, through which the Federal Government 

shares- with individual farmers » ranchers, and woodland owners the cost 

of carrying, out soil, water, woodland, and wildlife conservation practices, 

including pollution, control practices for agriculture. 

'' ' , ^ - . ' •■ 
The Federal Government generally shares 50 per cent of ^the cojst of 

carrying out approved practices. The Governioent'^ share of coats may 

range up to 80 percent for low-income farmers for certain high priority 

practices and projects* ^- . • 

The maximum Federal^ cos t-^share for a person during the program year 

is $2,500 (exceVt pooling agreements, in Which 'case the limitation la 

$10,000)., ;^ 

This program is 'iidmlnis tared locally through 'County Of flees of the 
Agricultural Stabilization and Conservation Service, under the direction 
of ASC ^^er conmitteemen,: ^ ^ • -j - 

The final auth<Jtization for HEAP for the 1971 program is $150 million. 
The advanced -Congressional authorization for the 1972 program xts $195.5 
million. u . ^ ^ ' 

An important function of the Department of Health Education and 
Welfare in this area haa^'been to provide educational materiala, manuals 
and guides, for use by. program ad^lnistratora in dealing with off-farm 
problems' of animal wastes, particularly in areaa where wasi^ diaposal 




<5i 



568 



V ^ • CRS-26 

has TfBfsulted In conflicts between: feed lot operators and nearby urban 
people* 

Under the DHEW programs technical assistance supported, by organized 
training programs will be provided to Interested control and health 
-Agencies b 

The DHEW's resesrch programs hsve also been directed toward mini*- 
mlzfng pollution by Improved use of existing technology as well as by 
developing new snd Improved methods for convertln g-jM Stes "^o useful 
products. This resesrch includes "converslo/ of animal wastes to 



animal feed, soil conditioners or fertilller carrlera, and extraction 

of protein for use as a food aupplement. . The potential for reuse or 

recycling of these wss tea Is also studied." (1) 

The Department of the Interior has contributed 'substantially to 

the research effort to develop Improved techniques of animal waste 

disposal In a manner to prevent air and water pollution. 

Wajter cluallty atandards adopted by all 50 Statea 
and approved by the Secretary of the Interior Include 
plans for Implementation for Inter-State atreams, lakes, 
and cosstal waters. With few exceptions theie standards ^ 
desl effectively with municipal and j^duatrlal wastes 
and their effec^^-^ water quality. However, with regard 
to agricultural wMte in general many difflcultlaa have' 
been encounter^d^n develoj;)lng appropriate and workable / 
stsndsrds. Xdditional^technlcal Information Is needed . 
on the char/cterlatlcs of. runoff and on the effective- 
neas of existing standarda requirements*" (l) 

Many d£ these projects are now centralized In the^vlronmental 

Protection Agency. 
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1 j33 ^^J iIiTjcuittlft aajiure- A potential •oiigca of. cet4le feed? . _ I . _ . . 

W. Brady i^nthony, Depertnant of Anlsal Science, Agricultural 
Experiment Station, Auburn D^biveraity, Auburn » Al«bama» preaented a 
statement at the Cornell TTnlveraity Conference on Agricultural Waste 
Management* 1969, concerning ^*Gettle Manure: Ka-Uae through Waatelege « 
feading.^' Waste lags ia the c|^ining of freah man^re with ground graaa 
hey in the retion of 57^43 with atorege in a ailo until fed* **Wastelege 
hea been combined with concentrete for feeding to fettenlng cettle and 
haa been used as the only feed for ewes and beef cowa,** 

% . Ap hony preaented date givdbg the reaulta of a niadier of exp^lmenta 
in Osini^ .manure in cettle feed mixtures , all indicating a hii^ degree of 
aucceaa, j 

The reaultf^of the experimanta may be aum«aiiRad as follows; 

a. IVeah feedlot manure can be mixed with eoncentrete and 
> fed'^aucceaafully to cettle with coiisidarable sevlng in 

feed used par unit of beef produced.. 

b. Waa telega repreaenta flexible ayatem of raaorlng manure 

^. dally, blenditfg it with h^. and atoring as silage. 

c. Eliminetion of^'pollution from ateer feedlota can be 
obtained through use of wistelega plen« 

> 

d» Yeast can be produced on^fluidlxed and aerated manure. 
About 68 percent of manure dry mattar appeera recovarable 
in the yeast, fermentation product* 

e. Feedlot manure properly liandled la a valt^ la product 
* for converaioir to en animal feed* (2) 
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The Federal GorerwMint entered thft field of weter pollution with 
the t>Msege of the Water Pollution Control Act of ,1948 and assuaed a 
leading Jtole by enactment of the Water Quality Act of 1965,' Thli Act 
provided for the establlshMht c$f water quality etandarde by tHe State <m 
Interatate etrew with the approval of the Federal 6oven»ent. 

A etudy released by the U.S. Bepartment of Agriculture, Agricultural 
Reeearch Service, l^ij April 1971, Indicates that: 

0 

'All 50 ^■va water quality standards which have been wholly 

or partly approved by the" Federal, Govemiient • these standards list 
acceptable biochemical oxygen denand (BOD) levals and other limit at ions 
such as the bacteria level pexmltted In a body of water. These can be 
utilized by the State or Federal Goveraaent in enforcing conpllanc# wlth^ 
the quality of Waste discharged into a stream. Any wastes from a livestock 
operation would be subject to this review and subsequent control under 
-the State Water Quality Standards* Kecently passed legislation on air 
quality standards will cause the development of adiitional regulations for 
beef feedlot construction and management. Changes in laws applicable 
to pollution of water and air are expected to cause continuous changes in 
State laws and regulations. "(24) 

A few States, ^including Arizona, Colorado, Iowa, Kansas, Nebraska, 
Oklahoma, and Texas had regulations pertaining specifically to beef 
cattle feed lots as of December 1970. Regulations were developed as a 
result of legislation related to water pollution control or, as in the 
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c«ce t>f -0k2,mh<»is^ pursuant to cpeclflc legislation— the "Oklahoma Feed 

Yarda Act of 1969," (24) 

.' "■ . ■ • . p 

KEFUSE ACT OF 1899 PERMIT APPLICABILITY* 

Confined Llvtatock and Poultry^ Operatlona 

Runoff from confined liveatock and poultry oper- 
ation* due bnXy to natural cauaea ahall not he con- 
aldered a "dlacharge/* at thla tine, within the 
Meaning of the term as applied to permlta required 
under the Refuse Act of 1899* 

r 

Confined liveatock and poultry operations sre sub- 
ject to the permit program If the given feedlot or 
fsdXlty contained 1,000 or more snloal unlta (1,000 
beef anlmala, 700 dairy cdVa, 290^000 brollera, 180,000 
laying het)a, 5^,000 turkeys, 4,500 hoga for the alaughter ' 
market, 35,000 feeder plga, 12,000 aheep and lamba, or 
145,000 ducks) st any time during the calendar year pre- 
' * ceding the filing of the application, 

^ liveatock or poultry facility utlllzea 

* a man-made drainage, flushing or collection system 

(wsste pits, ditches, detention ponds, Isgoons, wsste 
pipes, or the like), from, which measursble wsterbome 
wsstes ar^ regulsrly dlschsr|ed, Irrespectlya of rslns 
or melting snow. Into a navigable stream or Its trlbu- 
tsry, or (2) s regulsrly flowing stream, Into which 
wsstes are directly plsced t reveries the feedlot or 
fsdllty, or (3) there Is s frequent overflow from s 
contslnment or retention fsclllty. 

Provided, however, thst If the same operstor has 
confined livestock operstlons st different locstlon^ 
or a feedlot which natujrally drains In sepsrste di- 
rections, and If the drainage, flushing, or collection 
system for esch operstlng unit Is sepsrste and Apsrt 
snd dlschstges from s sepsrste snd distinct outlet or 
.point and the wstetborne ws«te from one system does not 
cone together on the property of ssld operstor with 
thst from sny other of his operstlng units, the 1,000 
snlttsl unit criterion shsll apply to esch sepsrste 
operating unit, not to the total anlnal unlta on hand 
at any one tine, 

^Source: Environmental Protection Agency, 
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STATUS OF A6 STATES' lEGULATIOHS G0VEIMIN6 
FEEDLOT CONSTKUCriON OK OPEXATIOM OR BOTH (24) 



State 



Hegulattd 



No 
specific 
rttuletlone 



KcgulatloM 
being ^ 
developed 



Other 
regulatlone 
eppllqeble 



Alabeam 
Aleeke 

Arizona 
Arkanaas 

California 



Colorado 

Connecticut 

Delaware 

Florida 

Georgia 



Hawaii 
Idaho 
Illlnola 
Indiana 
Iowa 



Kanaaa 

loulalana 
Maine 
Maryland 
Maiaachuaetta 



Minneaota 
Hlaalaalppl 
Hlatourl 
Montana 
Nebraaka ' 



Nevada 

New Haapahlre 
New Jersey 

New York 
North Carbllna 



North Dakota 
Ohio 

OklahoM ' 
Oregon 

Fennaylvanla 



lUiode^Ialand 
South Carolina 
South Dakota 
Tennessee 
Texaa 



'Utah 
Vetnont 
Virginia 
Washington 
West Virginia 
Wlaconaln 



X 
X 
X 
X 
X 
X 
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Mr, Babton. TlmJasfc part hei*o in the statement I talk about Fed- 
eral commodity proems. Wo say that wo must replace the set-aside 
approach in the 1970>V][?ricultural Act that is forcmg-so many small 
farmers to the wal^^he feed grains program that was recentlv an- 
nounced for tlio 19^ crop year amounts to an admission by the admin- 
istration that the sA-aside program has been a failure. 

The increase in mandatory Set^asides, the inclusion of barely in the 
program, and the acc^pt^inco of additional voluntary setraside acroa 
with paymeiits to participants are all attemi)ts by^ the administration 
to shore up a program that wo)aro convinced is basically wrongJ' 
^ The tragedy is that, because the set-aside approach does not eflfec- 
tively manage supply on a commodity-by-commoditjy basis, it will 
force out many smaller farmers who do'not have the diversity and the 
access to outside capital to sumve very unstable marketing conditions. 

Thus, the set-aside contributes, ^^e are convinced, to the trend toward 
corporate domination of ^agriculture. 

u e say the set-aside program must be'junked, and the Nation shoidd 
rcttim to effective supply-management under the acreage allotment 
system permitted under the present farm law* 

Mr. Chainnan, of coursc^^ wo would welcome and solicit any support 
froift you and, from this subcommittee in helping to see that we move 
back toward more effective supply-management programs. 

Senator SpivENSoN*. Thank you, I)r* Barton. 

You mentioned ^iand values" in your statement. The Government 
has the Bureau of Labor Statistics, which furnishes periodic and very 
detailed figures on economic concerns, consumer prices, et cetera. Is 
there any place that you know of to go in the (Tovemment, or outside 
the (government, to get an inventory of land in the country, the price of • 
land, or to find out what has happened over a i>eriod of time to the land 
values of the country? • 

Mr. Baktok. There is some information on land values available- 
from the Department of Agriculture, but it is not as revealing as it 
should be. 

I agree ^ with wjfiat I think is your implication that it- ccrt^iinly 
should be part of our direct policv in trying t(i come to grii>s with this 
problem, that we have the basic data to really know what is goin^r on 
so that action can l>e taken. Tliis kind of inforhmtioii is \mA jivailulil^* at 
the present time. ^ 

Senator Stkvknbon. ■ We know somewhat yaguclv that rural land 
values have Ix^en going up rapidly in recent yearn/ 1 have made it a 
practice when traveling around the country to ask wluit land is selling 
for. I have been iloing this for yeai*s. I have been for years startled at 
how high the prices are. I have seen land values going up, although my 
study hasjiot been extremely scientific. 

But doesn't the appreciation of land vaUtcs f he farmer if he 

df)es sell out to the corporation at a high price ^ 

Mr. Bahton. In answer to your questioiif^ Mr. Chairnian* I think if 
one were to assume that furjaVrs wanfi d t() sell out and go out of the 
business of farming, I suppose this (miuM yoin-conc^lusiim. 

But the farmern that 1 know, au/1 I uiu Hire that you know, the 
' smaller farmei^ and the family fariui^i; want to stay in' fanning. This 
is certainly tlu* painful last resort if Wivx have to sell ouf. Some asv 
having to h(»11 out hecaus:e they ar«^ Wiw^. sqn* ezed t(» the wall in terms 
of the cost -price squeeze. ' . 
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.Thi0 is a big part of our problem of what we talk about in terms 
of rural development. Tlie smaller farmers are having to sell out to 
the corporations, simply to get out from under an operation that can't 
sustain them any longer. 

So, if we are really serious about rural development and if we. really 
want to maintain a soimd family agriculture and accomplish rural 
development in this sense, we must Took at ways of keeping family 
farmers in agriculture. , ^ 

Senator Stevenson* I have seen the results of a scientific survey of 
public attitudes. ' 

^ The survey indi(!at<»s that the people, by and large, don't want to 
live in cities, thevjvant to live in rural areas, they want to live in small 
towns. ^ , • ^ 

What has hapi>ened, I think, is that the opportunities to live in 
small, nonurban communities for people who most want to live there 
are being f oit»closed by the high prices of the land and the inacessibility 
of credit. 

It is a problem that is not much discussf d in the country, but which 
I think affects far more people than just farmers. Perhaps it is one 
of the cai]|^s of unrest that is attendant in the country. 

Mr. Baoton. Yes; wo certainly agree, Mr. Chairman, that they are 
being forced out. The farmers and the rural people are not going to 
the cities because they desire to do so, and they are not selling out of 
farming because they desire to do so. Tlioy are being forced out by 
higher prices, the higher costs of the production unit^, the machinery 
and so on, and by Tower prices that they get for their produce. 

They are being forced mto the overcrowded cities. 

Senator Stevenson. Finally, I will ask on behalf of Senator Hughes, 
as he requested that I askyoit, why it is that your farm organization 
takes a different attitude froni the apparent attitude of the American 
Farm Bureau toward the dangers of corporate penetration of 
agriculture. 

Mr. Bakton. I would simply say, Mr. Chairman, and to some extent 
repeat w*hat 1 said earlier, if you want to wait and watch the drift of 
things, if you want to waitamtil it is too late to do anything tbout it, 
then you may well say that there are still some sectors of agriculture 
in which corporations'are not that important, and placc^your emphasis 
there. You may say: "I^et us wait and see what is going to happen." 

Hut if you want to chajige this trend, and„ if you feel that we oufl|l, 
m the agricultural sector at leasts to make some basic choices^ Vhiie 
f la ro is still time to make basic choices, then you have to emphasize the 
extent to w^hich corporations have already '^invaded agriculture, and 
the inmiher of sectors that corporations control at this point. Only in 
this way can w^* move to action at this i)oiiit, rather than wait and see- 
wait lintil the* situation has moved past the time that we can act, and 
act effectively. ^. 

Senator Stfaenson. Thank you, Mr. Barton. 

I hoiH' xm will convey niy'best wishes to Mr. Watson. I thank him 
tov his I'^V^H'ration. I hope that tlie National Farmers Union will 
♦ ontinuf* to help us and give us from time to time the benefit of the 
various ideas and n^commendations that you may have. 

Mr. Hautun. Thank you very much, Mr. ( 'hairman. We will certainly 
try ttHlnthat inany way thatwecan. 

(Tliv pieiKired stati^inent of the National Farmers T^nion by Ray- 
lufiud t). Watson, president of Illinois Farmers TTnion follows:) 
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He* Chairman, Mcmbars of the Con«nltt««: 

I am Kaymon% j. tratson, Presldant o£ the 'Illinois Farmers 
Union* I am pleased to have the opportunity to appear before this 
Subconmittee today » 

You have outlined a broad format for today's Rearing, ohis 
is a constructive approadi, for a wide range of interrelated pro^ 
blems face the farm worker and the small farmer in rural America. 

Farmers Union has befn» and continues to be, a strong 
advocate of a coordinated attack on the problems of smaller farmers 
and farm workers. We have supported stronger bargaining legislation 
for both farm operators and farm laborers • We actively supported ' "^ 
' tKe grape boycott that was designed to bring basic bargaining rights 
and wage levels to this segment of farm workers, Ke have supported 
minimum wage and incoma legislation for both farmers and farm labor. 

Mr. Chairman, today l would like to focus primarily upon onXy 
one of 1;he problems which you specified in your October 15 latter - 
announcing these hearings, niis is the probXem of the entry of giant 
corporation* into agriculture, and the directions that should be 
taken in national policy to protect the public interest — including 
th« interests of family famyirs and farm workers — • from, the 
corporate invasion. \^ 

Let me hasten to point out that we are not talking IJjere about 
family farming corporations^ but rather about publicly ^owned corpora-* 
tions of the industrial pattern » 

^ Simply utatedi the corporation that threatens the public 
interest is the kind that has its economic roots in the non'-farm • 
community-. Ihis corporation may come in various forms. It is com- 
monly referred to as the ^'conglomerate corporation «** ^e meaning 
of th« term, of course, is a corporation representing more than one 
interest. It comes in two forms the vertically integrated 
corporation representing related business activities in the produc- 
tion, processing, and marketing of a product; and what may be 
referred to as the '^horizontally-integrated corporation,** repi^esent- 
ing a variety of unrelated business enterprises, but tied together 
by common or related ownership. 

h •ingle conglomerttc may seek both vertical and horizontal 
integration*' Wnneco, the nation's thirty-fourth largest corporation, 
is an example. 

i. , ■ 
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"Ttnn^eb'a goal in agricultur* ii int«gr»tion from •••dling 
to •upermavk«t , *• the conglomerate said in it» report to etockhoWers* 
Tenneco hae acquired .uch a divereified group of eubnidiariee that 
it can plant ite own vaet acreage and plow the field* with tractore 
It roanufacturea (powered by oil from ite own welle) , epray ite 
cropa with peeticidee and fertiliser* it manufacture*, proceee ite 
food product! in ita own container* and di*tribute the product* to 
grocery atore* through it* own marketing *y*tem. 

More Often, at leaat at thi* time, corporation* tend to **ek 
eithir vertical or horizontal integration in the marketplac*. I 
will brief ly diecu** each form* 

* 

rirat, the vertically-integrated corporation. It may be under 
a aingl'e corporate charter, or under more than one. '^ut it* e**tnce 
i* common ownerghip and related bueine** activitie* -r *udi a* a 
cattle feedlot and a packing company, or a broiler feeding operation 
and a related f««d mill, or hatchery, or broiler proce**ing plant* 

The vertically integrated operation i*, I believe, the moet 
*eriou* threat now facinrj family agriculture in ^erica. Olie reason 
i* that it destroy* the market eyatem. A* you know, agriculture 
con*i*t* of many cowrooCitic*^ «ach with it* own growing cycle and 
it* ov;n market *y*tem. theee market! eyetew* have grown up to eerve 
our diversely held family agriculture. The reeult, when there i* 
vertical integration, ie dieaetrous. 

t * 

Let me cite an example of thi*. A few year* ago, broiler 
feeding in thi* nation wa* in the hand* of independent family 
farmer*. Theee family farmer* were enormouely efficient. But a* 
a r«*ult of the integration of the induetry — the vertical owner- 
•hip of hatch «rie», feed mille, proceaeing plant*, and in *ome ca*e* 
the retail outlet* there are no more independent broiler feeder*. 
It i* entirely a corporate operation. 

Let me cite another example*. Xt i* a change that i* occuring 
in the cattle feedlpt bvi*ine*a. 

Hiitorically, this feeding operation— like that of broiler*-- 
ha* been in the hand* of family farmers. It ia a complex and 
delicate art. But in Colorado, cattle feeding has been taken away 
from family farmer*. . It is now a corporate operation, controlled 
by packer*. The trend i* well along throughout the GriJat Plain*« 
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But in Colorado, It ha« mlrtady happ«n«d» terminal m«iK«t at 

Dunveir — the compatittve market arena aerving the cattle Induetry 
has Iseen destroyed* 

«ie U. S* Department o£ Agriculture has atudied the natter* 
VBDK economiete reaurrected a word that hae bean dropped from moat 
dictionariea to deacribe the market phenomenon when * relatively 
few packer a own or control the feed lota in a market area* Tfte word 
itf "oligopaony*** In an oligopaony, auch aa exlated in the Denver 
area, the packera have a choice of buying in the terminal market, or > ^ 
filling thair quotaa out 'of their own fcedlota. In the Denver area, 
they skillfully maneuvered the market downward (thie occurred in 1963 
and 1964) from 29 to 21 cents a pound. Tliey consistently bought 
fewer he*ad than tht termonal market provided, taking the rest from ^ 
their ov/n fsedlots* on some days, they bought aa few aa 12 head of 
cattle from the terminal market. In the proceaa, the independent 
feeders were put out of t)usiness« ' p 

Did the consumer get the benefit of these lower prices? Not 
at all* The price of bce£ in the supermarkets never went down* 
Indeed, on some days when the price of cattle fell the most, the 
price of beef at the counter actually went upl 

The public intereat that was violated here was twofold s 
Family farmers were forced otit of business, affecting not only their 
own welfare but that of the small town busir.cascn from wher. they 
purchased. In addition, the consumers of Denver continued to p*y 
high prices for beef, muclj higher for example, than the consumers in 
dther markets \^ere there was no such concentration of ownership and/ 
or control in the beef producing and proeeesing business* 

Similar concentrations are beginning to occur in other kinds 
of farming, m the Souths textile mills are moving toward control * . 
of cotton farms. Corporations control citrus farming* ihey are 
moving into the hog business* 

This is an alarming 'development* It must be halted* ^ 

Next, let us consider the horizontal conglomerate. 

The horizontal eonglomcrate representing unrelated business 
enterprises — is an unfair competitor to families who derive theiif •» ^ 

livelihood entirely from agriculture* AlthGugH a corporate executive • 
may choose to live on tlic farm, in some instances, generally speaking 
they do not* In most cases, this type of conglomerate represents 



4. 



ERLC 

\ 



288 



681, ,j . y . • . • 

* ^ f 

' ■ . ' . 

absentee ovmerohip in every sense of the word.^T^en a substantial 
pbrtioi>of -^he corpoiSite investment comes from non-farm interests^^ it 
chai^ges the historic pattern of agriculture f rCmi family enterprise to 
•ortfething entirely diffe*rent. The^ bank account ite lodged in a'* ' 
central city, The rules of proprietorship that #]^rovide the ff'aniework 
for conservation of natural res^ources do not apply, purchasefelof 
farm eqli^pment and supplies are often made at the wholesale or feV^n * 
the manufacturer level. Records of the Internal Revenue Setvice.. 
indicate ♦that the--cost to the Federal Treasury is enormous ,»-Bj|yond 
these considerations, the removal of ownership from the famil^that 
tills the soil represents an unwholesome trend* that is contxiary to 
the pattern of family agriculture that has beej(j accepted fydm the 
beginning in the social and political body ojf our nation, '"Such non- 
farm ownership Silso interferes yith mi^ket values not only of land 
but, commodities . . . . 

n One of liie incentives for ^on-fanft interests to get into \ 
farming is the opportunity to avoid paying tasC^, Farm losses are 
written off against.)ft«n~farm income, ^ A $100,000 loss n\ay represent 
an actual loss ^tcMrhe taacpayer of less than half that. But the rest 
of the loss is borne by other taxpayers, of cqtfrse* In some cases,, the 
taxpayer is 'able to turn that loss in^o a capital gaj^ — converting 
ordinary ihcofne into capital gains, taxable at a much lower rate. 
Internal Revenue Service records shpwed that in 1965 there were ai9 , 
people , in the United States \Aic/had more than $1 million a ye^r * ' 
income and who were also engaged in .farming ; 104 of . them had loesses 
in their^ ^farming "operations. - . 

^ . * ^ But' with the incentive- of tax avoidance and virtaully unlimited 
capital from other, ofterf hezwtily subsidized industries, the non-farm 
Interest can. come ipto rural communities and pay prices for land that 
are J^most . totally unrelated to the '^productive'' capacity of the land, 
.In|| the -Dallas and Fort ttorth area, lartd prices have risen $5 Q to $75 
an ad:^ more than land that is more productive, but located further 
from -the city.^ Mo^st of the buyers are business and professional 
iiiterests in pallas aQd Forth Worth. * 

b o. 'From the beginning, of the nation, we have^recognized the. 
importance of family agriculture*. Family agriculture is part of the, 
foundation of our democratic society* VJe must have more effective ^« ' 
policies to strengthen the independent f^mer^ and to stop the trend 
toward corporate domination of agriculture. 
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Maintenance and strengthening of family farm agriculture is 
-ti*uly in the Tiational interest, for several nationwidie goals are 
served and protected by family' agriculture. Oliese include: 

(1) " Rural Development, Because'^araily'^farming is the number 
c ONE" business and bu»ii)tes8-^en«tating activity in rural 

. America, it raUst be the foundation on, ^ich effective 
rural^ development must be built; ^ ^ 
■ • ' ; • • . , -.♦i r 

(2) . Environmental Protection , Family farm .agriculture is 

. ^ . > much more oriented to natural' ^esMirce conservation than 
.^^'^^^itf. cbyporate agricultur^6 with its absentee owners arid 
..r^!'sCl.|na«agers; ' ' 

(3) ^,c^ qjiAaum^r Protection , Family agricultur'e, by maintaining 

<Jompctition among* a large number of producers, auto- , 
matically holds down prices' to consumers — provided, of^ 
course/ that cpncentration in the food processing : industry^ 

• does. not jack iip princes before the produce readies the / 

consumer. Family agriculture is clearly better fdr con* 
svmers than giant, corporate agriculture and tlie • 
^..^X^ administered prices thai? the corporate pattern brings to 

' . every sector of the economy which it dominateji* * 

Of course, mucH can be- done on the state level, where corpora- 
te oha» a^e charterers , But action at the national level is al'so 
icrvicial. , * *• -> 

In the remainder of ^ this statement, I wan^ to emphasize two 
major lined of attack on corporate agriculture* at «the national level. ^ 
lliese ate: <1) stronger antitrust statutes and more stringent j' 
ertfotcemement of antitrust law; and (2) more adequate Federal com- 
modity programs for family farmers who must fcompete with cor^ora^e 
enterprises^ 

1* ■ . • • 

Weneed vigilant administration of antitrust policy against - ^ 
both horiszTontal and vertical combinations in agriculture; and we 
need it Vow , - 

It is clear from experience with other sectors of the economy 
that antitrust action, if it is to be effective, canpot be postponed 
until a 9mall number of firms control ^n entire sector. Action 
against cconomi'c concentration at'fchat stage is virtually impossible . 
because of technical complicati^i-and due t^o the political, muscle- 
that such firms are able to musi-^ to frustrate antitrust enforcement. 




( 



^ Prosecution of some key cases of economic concentration in • 
agricultural production now would serve, notice to other business 
conglomerates ^that the/ cannot concentrate prcsauctien in farming 
uithout fear of governmental response. Vc could, in *8hort, head ^of f « 
the trend toward corporate-dominated agriculture^ before it is too 
late. ' ^ " ' 

One more point on. antitrust enforcyiient: In agriculture a^ 
least, Farmers Union is cohyincedl that action should be taken" against 
bigness per se, rather than* wait (for ejcplicit action on the part of 
corporations in restraint of tradle* It hasrt)een^ demonstrated con- 
clusively ^th at family agriculture is as efficient or more efficient 
than corporate production units. In light of the other detrimental 
effects from corpterate agriculture that I -fcoted earlier , in my .State- 
ment, action, should be taken against big corporate agriculture per se« 

) . ■ . . . - . 

On federal, commodity programs, Mr. Chairman, we must replace 
the set -aside approach in the 1970 Agricultural Act that' is forcing 
so many small farmers to the wall, 

' ■ * . * . ' 

Hfe feed grains program that was recently announced for the 
1972 crop year amounts to an admission by the Administral^on that 
the set-aside program has been a failure. The increase in mandatory ^ 
set-asides, the inclusion of barley in the .program, and the f 
acceptance of yfdditional voluntary set-aside acres with payment* to^J'^ 
participants are all ;a.t tempts; by the Administration to 'shore up a ' ' 
program that is basically wrong. • *^ 

Hhc tragedy is that ^ because tljo set asiSe approach docs not *. 
effectively manage supply. on a commodityr-by-commodity basis, it v;i^l 
force out many smaller faimters who do not ^jave the diversity and the 
access to outside capital to survive very unstable marketing condi- 
tions*; Thus, the set aside contributes to the trend toward corp^orj^te 
domination of agriculture. . j 

/ • " ■ ' ' ! 

The set-aside program should be junked, and the natiofj shov^ld 
return to eff.ective ^upply -management under the acreage allotment* 
system permitted under the present farm law* * 

- We ask for your support, Mr. Chairman, and the support of 

this Subcommittee, in wotk-ing for replacejpent of the Set aside with 
effective commodity progi^s. ' ' 

^ »Thank you. ^ / 



291 ' ^ 



/ • . ^584 

Senator SxEVENsbN. Our final witness is Prof. Philip Raup of the 
Dopartjoent of Agricultural and Applied ^;conomic9; iMiive^eity of 
Minnesota. I ' % ' i. v 

Professor Eaup has just completed Ihe second of two studies^ qn 
corporatex^wnarsnip of land in Minnesota. • . * ' 
^ We are delighted to* have you appear with us today, Dr. Eaup. You 
are about the only person we can discover in the whole^ country who 
seems to kilow something about landownership, the corporat«*owner- 
ship of land. Thank you very much forgoing to the trouble of jou?:ney- 
ing here today to help us out. < ^ \ . ' 

STATEMENT OF PROF. PHILIP MT^RAinP, DEPAETMENT OF AGM- 
• CULTURAL AND APPIlE&yECONOMICS, UNI VER|[TT,^F MINNE- 
SOTA, S*: PAUI^ MINN. ^ ; ^ 

Mr. Eaup. Senator Stevenson, I would be the first to disavow my 
unique status as a student of landownership. I do have some infor- 
mation whiph I would like to share with you, which I hope will be 
useful to the committee. ^ ; 

Senator Stevenson. Thank you. ' - ;^ - . 

Mr. Eaxjp. My statement is available, and I ptesum^^ ife will be in- 
cluded in the record. . 1 1* 
' Senator Stevenson. Your statement will oe entered into the record 
at the end of your testimony. /* ; . 

TfLv, Eaup. I will not attempt to read the statement. I would like to 
summarize a few of the keypoints. ; i , u • 

In the first few pages, 1 enumerate the statistics on the decline m 
farm population^ increase in sige of f arJtn, decline in number of farms. 

There are two pipitits I would like to mention. First, the proportion 
of farms held by N^gro and other minority grofips has declined verjt 
sharnly* They are today a smaller fraction of the agriculttral popula- 
tion fhan they have apt)arentiy ever been iii niodem^times. This decline 
was especially marked in the last 15 years. The Negro as a percent o£ 
thAf arm population was 1(> i)ercent in 1960 and only 10 percent m 1970. 

Senator Stevenson. If it is allyight with you, I will interrupt from 
time to time as we go along. ^ ' - ^ 

Mr Eaup. Please do. , . . ^ 

Senator Stevenson. We have had some testimony in this hearing 
on the subject of Negro ownership of land. >Ve have some stati^ics 
already in the record whicli do corroborate what yoit are sayitigJPar- 
ticularly^m the South, black ownership of land has fallen drastically 
in recent years. ' ^ \ 

Ware told in addition that in one States alone next year as many 
as 50,000 small farmers and their families are likely to be thrown 
off the land by the advent of just one machine, in tlris oase a ijiechani- 
cal tobacco picker, and smiill fiarmers and farmworkers will be thrown 
off the land. ^ 

One of tMe things that interests me that was told us in the hearing' 
is that'ds the nmm}er of people involved in land ownership declines, 
so does the extent of political participation decline. The Federal (xov- 
emment, the* Congress, made efforts over the ye^irs to encourage po- 
litical participation by disadvantijged groups' in all parts of the 
(Country, and I am thinking particularly of the Voting Eights Act. 
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Do you have any experience which bears that out? Is lando>V^nership 
' a fcictorin^)olitical participation ? ' 

Mr. Radp, Very aejflnitely , both in quantity and quaJityj in the sense 
that there has been a distinct tendency for voting participation toi>e 
influenced by^high levels of tenancy, for example. This often shows up 
in specific instances. C 

I tun thinking of vote^c on school bond issueS or vot^ on bonds 
to build a n).unicipal auditoHuin in a county seat town. In high tenancy • 
areas, there is often a tendency for the owners, and especially if they 
are absentee, to oppose schooll bond issues am to exercise influence 
such as they can to Isecure defeat. . 

We have a record of rather poor suj^ply of jniblic meeting facilities 
in the counties in the Corn Belt that liave high tenancy. TJie better 
county buildings are often found in ^he poorer agricultural counties. 
Some of our richest/counfies have very poor pUces for public affaii^o 
be conducted. * I * ' " 

I have, as an extension worker, gone to-county seat towns in rich , 
counties and found myself meeting in tiie county 'courtroom because 
that was the only decent room for a public meeting in the county seat. 

Senator Ste^jkbon:. Would the same observation -apply to the qual- 
ity of the schools? , ] 

Mr» Raw. Yes, it does. Also roads, frequently, and other public-..^^^ 
investments. *I.^sh^uld not take any of your time to go into the question 
oi schools HI tlie/lSouth.,Tliis has been it very black spot in American 
education for 'many decades. What is not so >y*ell%appreciat5ed i^ that 
this is not just coiinned to the South. You can linU it in the Southwest, 
you can find it in the Mountain States where Indian populations pre- 
, dominute* You can find it in some parts of the Middle West. 

'The effects of land ownership on vot^r participation, <m their 
attitudes toward civic responsibility, on the extent to which they sup- ^ 
port institutions like leagues of women voters, like civic bodies, in- 
cluding servic.e clubs, all speak Very eloquently to this pqint. 

As a matter of fact, community orgarfization in gejieral suffers •in 
areas of large scale and corpomte agriculture and in areas of high ten- 
ancy and absentee ownership, t have not Qome with the statistics to 
support that statement, but there are some studies available that in- 
dicate this. ^ ' . ' 

Senator Stevenhokt. It might be helpful to us if you could identify 
some of those studies for us. We will make theih a part- ojP the recora. 

%Mr. Raup. I might say that this is an area-that calls for much more 
reseaiTh than ha^Tx^en given it in the^)ast. It is one of our einbarrass- 
ments thatSve cfon't have the results of this kind of resea-rch, and we 
need it. " ■ . ' ' • - 

May I just proceed with the secx)nd point ? 

Senator Stevenson. Please. " ' ' 

, Mr. Raitp. Up to the IjOGO^'s, the decline in the part of the farm labor 
form supplied by the operator and his family was approximately at 
the same rate that clulracterissed the hired farai labor force. In the 
lOGO's these two trends began to diverge, in the sense that the decline ^ 
in family- and farm-operator»lal>or'dej»lined somewhat more rapidly 
tlian did the hired labor force. " ' 

While the dat^i are too i-ecent mid subject to fx^ nmch eiTor to per- 
mit me to make any firm prediction, I am inclined to think we may 
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have passed a very fmp(|frtant turning point in Amerian agricultiyal 
history. We may well be* at the low -point of hired farm labor partici- 
pation in agricultural production. 
It could well y|jtbat from now' on tiie hired labor force will increase 
. steadily as a pt%>orti9n of the total labor available in American 
agriculture. At least thejrttt^of decline has leveled off. 

I would like to sjwak ^r a moment about the nature of soci^^ • 
tural changes wlucii have taken place hi agriculture. I think we have 
• all had aii image of the economic8Cructui*e and the social stnicture that 
is best depict<»d by a pymmid, witli a very broad base of rather law- . . 
income people at tlia bottom and rising to a point of an elite group 
with high incomes at tlifi top. „ 
. Michael Harrington, ser^-eral yeans ago, aM other§, have pointed f 
out that we^ have in the X'^nited States now a unique social system, ti 
imique social problem, in that we do hot have a mass of the poor, lixe 
inass is in the middle. ,We have a minority of the poor. Yet,Ve have 
y- therhetbnCjWehavetheslogansJ wTlmvemany of thelaws andman 

of the»ntliics of an assumed social structure of which the base is a broad 
* segmentof rather loAt-income people. 

This ^ is mirrored in agriculture as well. We have a rather lArge 
, fraction of the agriCultuiwil i)Qpulation represinitod by a group that 
could be called middle class. I citc^ Pix>f. T. Lynn Smithes classifica- 
tion, which many people will disagree with and whicli,-! don't find 
very satisfactor.y, but at least it is an effort to use data to derive tide 
social stratif|;ation of American agiuculture. It^is his geneml conclu- *^ 
siou that the majority of the farm population $ihould be regarded as 
middle chifes. . 
■f ^ Tins means tliaf many of the ty l>es of problems we are dealing with v 

ajf^riculture should be regarded as problems of minority gi'oupe, 
' but not identified by race, (*olor, or religion, or ethnic origins; . 
. This means, in shrfrt, that it would be wise to revise muclt of/ur 
jwlicy in "tenns of the exi)ect«d sources of voting strength for the types 
of programs W(v propose. The apiK»al to the masses or to "the i>eople," 
if it means an appeal to the poor, is an api)eal to a group that is so - 
reUrtively minor in the population that -they are not likely to )>e able . 
to oxcrcise effective. votin'g strength either in small units or at the 
national level. , " 

.This is very significant in terms of agricultural policy, because 
moBt of our agricultural policy assumes that the bulk of the farm 
'population is made up of poor people, at a rather lowlevel of ojKift- 
atio*, on small-scale farms. This is decreasingly true. / 

""foiild like to stress nlikr that it would promot-e an analytical ap- " 

to this question of large-scale agriculture and corporatiouj^^ 
dng if we recogime- two points ; " - ' ^ ^^^^ 

bt, not all larg<^jarms are incorporated. Home of tluvjarl^st are 
Some of the ones that have (mused a great deal of ^wal concx^m 
Wrmuw^ of their behavioi; patt<»rns are not iwovporj^ibtA. So you would 
not.totich them by any legislation or anj* reportyjg procedure that was 
f oc uflw I on corporate farms. That is esiM^c^allyime in the Middle West. 

►Senond, maay of the fanns that are in^*^>ip()rated are simply family 
fariw^ In tlie/iStatcs with whosP data intinmtely fapunar™thes(* 
States are lowU, Minnesotiu and Wisc^isin--the bulk of the corporate c 
fanns are family fanns. Iti mv hcjste Stat<» of Minnesota it is difficult 
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to^et. a precise definition because of the Yaghenoss of ifiio term "f amilj^ 
farm* ' and the term "clJri>orate farm.*' 1 ostiniato tliat rouglily 60 i>er- 
c'ent of our corporate farms in Minnesota are nothing other than family 
j5»x*ms which have incorporated. ^1 

•Tiie small numlwr of corporate farms that cause' most of the-dis- , 
turbanee and most of the questions are the very largo ones, the ones 
owned by nonfarm interests, and the ones that are parts of congldrfi- 
erates, " 

We have data^ailable, and it has been referred to here, this mom- \ 
i ing, in the form of the U.S. Depaitmeiit- of Apiculture survey in ^ 
J It^US, which was the vety lirst attempt to compile national datA m, 
cori)omte 'fJrms. I suggest in my pai>er that these data are a sev(||X5 . 
understatement of tlie total. 

Senat^ii'-^TEVENSON. Why is that? TRiis data is not all that is avail- 
able is it? "« . 
Mr. Kat p. Yes, - " 

Senator Stevenson. Thisl068 study is the Continuing Agriculttiral 
* Census'^ , * ' ' 

\ ^ Mr. lUrr. We have two sources of current data. One is the J968 
. study by the Department .of Agriculture, which was based m a survey 
\ sent "to the county committees of tlie-Agrieultuml Stabilization-and 

> Conservation Serviee./riiat was done, and tlie data were compiled 

> and published. The •summary report came out the middle of this jj^ar. 

Second, we have the questions afeked in the 1969 Ceniis of Agricul- 
ture on corporation farming. These data are not comparable" because 
definitions were not comparable, andlhere was a time laf^. As I pointy 
out in my written testimony, I am very inlpressed with the fact that ' 
for the 14 States fc^rwliich I now have t^o Stiite sonmiary data and 
county breakdowns, ni ipne of the 14 States the njimiber of corporate 
farms reported for tlie end of 1969 is over twice as large asthe minU)er 
reported; ih the U.S. Department of Agriculture survey which was 
taKen about 18 months earlier, . 

Now, that is too great a dilFen^K^e to I>e- explj^ined by timelag, and 
I think it is too great to l>e explained by differences in definition and 
interpretation. 
Senator Stevt.ns( ^n. Ho w do you explaig. i t ? 
Mr. RArr. By the fact that the miality of work done on the survey 
in the county offices of the Agriculturar Stabilization and 'Conserva- 
tion Service*^ varies tremendously* I can docmnent that in my owii 
State. • ' . . ' 

We have soine States in winch the county estimates were very wide 
of the mark. This is understandable. Coun^ records vary, as everyone 
knows who works with the ASCS data. Some offices are well Jed by 
experienced managers, others are badly organized. Some took the sur- 
vey seriously, othprs regarded il as something they should ignore. Tliat 
wa'S the main reason. > 

lliere were also questions that relate to problems of defiriition. For . 
example, the TT.S. Department of Agriculture survey excluded corpo-^ , 
rations fliat held land but* did not farm it, by definition. They ex-' 
eluded many of the corporations that operate farmland but whose 
type of farm-product would never bring them within the purview of 
tlie Stabilization .and Conservation Service; for example, Cliristmas 
tree farming in mv State, or sod farming, which is an important source 
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of revomie-=^and eorporat<5 farms arc quite •active in the field, produc- 
mg sod for householders. They missed about half of all Of oqr poultry 
corporations m Miunjesota, and we have the largest number of turkey 
producers m the XTnited States. So to have missed thein is a pif^tv 
sejious omission. ; , ^ ' >' 

Sfey I continue? Enough of these data, and perhaps you may ivarit 
to coine back to them with some questions. I do want to turn, to the 
(juestion of the importance of land ownership as a motivating force in 
agriculture and in the rest of Jjie economy. \ 

r have suggested in my written testimonv that in my judgment the 
most significant 'Structural cRange in the XTnited States in the 20th 
( entuiy has been the decline in the proportion of peoplf who could 
expect to secure a retuni through appreciation of the vahie of the 
property which JIk^j^ owned and used m their employment. I am re- 
*t»rring to the decline of the small manufacturing firm. . 

This has l>een offset by rising participation in stock ownership, very 
dramatimlly, but still on balance it seem^? probable that the propor-^ 
tion of the i)<)pulation that can look to ownership participation as a 
'source of claims on trealth has declined, . i^ . 
^This forces,us then to look more closely at the kind of participation 
you can get m the national well-being through the wage and salary 
income stream. I think that is what we see going.dn. IVoplc are in- 
■ creasingly ifu^istentthey get their share through the income stream, be- 
cause it IS increasingly diflicult for them to get part of their participa- 
tion in our national -progress and prosperity through the o^vnersnip; 
of assets. - ^ ^ n 14 

I point out that this should not necessarily be so. There are ways to 
modernize the structure of ownei^ship to permit yoii to participate: 
si:o(*kownership m business linns, ownership in viari'able aimuity re- 
tirement plans, participation in retire^nent housing, !ih which the re- 
tirement housing is built while jou are still' working [ind at costs that 
are relevant when yoii are earniilg income. /the rents charged when 
you retire will reflect the costs at the time you earned the income rather 
than tlie current rents at the time you retire. 

These are ways you can participate in the national capital gain. 
Ihere are many parts of the U.S. economy today where these are not 
realistic rights. \ • ' ^ 

Senator StoveN'son. You also point but that the family farm is iu- 
creusuigly becoming incorporated. We. also have some reason to be- 
lieve that land values are gohig up. Isn't the corporate ownership of 
the family fann one means of participating in the appreciation of the 
value of capital? ' ' . 

Mr. Ract, Yes, for those who still own. 

Senator\STOVENsoN\ Those who remain. 

Mr. Raxtp. Those who still remain have enjoyed very substantial 
capital gJims. I am not talking abpiit those. I ani talking about those; 
who arc not there anymore. In other words, to benefit in that pattern 
you have to stay in the game, and many have found it impossible-to 
stay in the game. ^ 

Senator Stovenson'. It has become increasingly difficult for the little 
fellow to participate in that form of investment as the value of land 
goes up. . • > 

' Mr, Eaui». Exactly, * ' v 
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Senator Stevekson. It increases the ease -with which the wealthy and 
corporate owners can participate?. , 

Mr. Ratjp. This is part of the key issue with which you are dealihg, 
sir. We have-a^ structure of taxation, a structure of Government pro- 




consequence. 

One major olEendef is the way we tax capital gains. Another major 
offender is the way wo have applied, the Government price siip|>ort 
l)roje:rams in agriculture, which are in' effect at a flat rate, that ip, pro- 

* portionate to your ownership of land. This is, as I have suggested, in 
reality a nulliheation of the progressive income tax, in good part. 

Senator Stovekson. Doesn't the preferential treatment for eajpital 
gains as opposed to earned income under the Internal Revenue Code 
almost force corporations to accumulate earnings jind make their dis- 
tribution, instead of through ordinary dividends, in the form of stock 
dividends and stock splits, and as they accumulate the earnings they 
are forced also, by the Iltiternal RevenVie provisions on unreasonable 
accumulations of capital, to invest? . 

They have other motivations, of course, too. Is that one of the rea- 
sons the corporations who accumulate earnings m nonfarm^activities 
end up investing in^ farm activities and the ownership of limd ? 

Mr: Kat'p. Yes, in a very complex st't of relations; yes. /It is also the 
reason why some very big corporations have invested in housinj^, or m 
other forms of urban real (estate, for similar rettsons. Tax legislation 
and other linancing legislation, ami depreciation practices, were very' 
Iwneficial for real estate in the hands of the very wealthy or very large 

• corporate owners. V 

" This advantage is progressive. It is larger, the bigger you are. So 
that there is tt momentum of aggregation that is very definitely built* 
into our policv- It could be changed; there is nothing inevitable about 
it. ' 

I intended to say something about the economies of size of large cor- 
.porations, but let me jn^ mention that I support what has been said 
earlier about the failure of any of our'i^esearch to show overwhelming 
(^conomicH of size in production. 

The rcseai'ch data do show economies of size in market power, very 
definitely, on both the .input side, your purcl/ascs, and the output side, 
your control of product, sales. That is where the ecoi^omics of size lie. 
There are veiy few data that show that production of agricultural 
commodities would achieve lower unit eosts if the size of farm was in- 
creased much beyond a* two-man farm operation. 

Senator Stovenson. Does that generalization aplply to all forms of 
prodttctjctii or would it be more applicable to production in labor-in- 
^ tensive industries like frjiiits and vegetables ? 

Mr. Kat'p. a few months ago=-in fact,^ years ago, in testifying l>e- 
fore- one of Senator Nelson's hearings-?! exempted chicken broiler 
aiid chicken egg and turkey productioii from that statement. I would- 
exeiiiM catth* feedlots today from that statement. There are economies 
of sizew cattle feed lots, but I am beginning to change my mind on 
.this. It begins to l)e apparent that well-or/a^nized small fims even in 
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poultry production today could probably be competitive. Tliere is no 
compeilinff productivity reason why they have to .be big firms.^ ^ 
• So we may l)e overrating the productivity gains from large size oven 
in the areasNvhere it wouul seem clear there were productivity gains: 
poultry, beef cattte feeding, some kinds of fruits and vegetables, and in 
other fields, 

1 would like, sir, to explain very briefly how this beneficial advan- 
tage to the large firm comes al)out. There are good, clear explanations, 
and I have recently gone through the records of several very large cor- 
porate farming activities in enough detail so that I feel confident I 
understand what is going on, , ' ^ 

Jj^t me take two examples. First, a cattle feeding operation: 

If there is a vertically integrated operation with a slaughter plant, 
several large feedlots, and a largo ranch unit, then you can separate it 
in three segments— slaughter, feeding, and ranching. It pays this firm 
handSQmely to operate the slaughter plant at zero ijrofit and to operate 
the f eedlots at zero jrroRt and to push all tl>e profit in the vertical chain 
down into the ranching unit and to lodge it in land improvement prac- 
tices, better irrigation, l)etter fences, better water supply, to some ex- 
tent in buildings, and in breeding stock, Jon can pay $60,000 for a 
prize breeding bull, have cows that will l>e worth twice the average 
value of brood cows; and in these ways increase the capital value of 
your land and breeding herd assets because tliey will be taxed at 
lavorable rates when you sell. 

You can put the concentrated profit of the whole diain into the seg- 
ment of the chain in which the tax advantage is greatest. 

Now that is their ^xdvantage and that is^yhat they are doing. In sev^c 
eral cases thev are operating the packing plant at cost plus a nianage- 
ment botius, t^iey are operating the f eedlots ajfc cost plus a management 
bonus. All the lust of the profit is put into the land, ' ' 

rj^otne of these have sold out. Many have not yet sold out, but I an- 
ticipate eventually they may because the larjgejnyogt orvS wil l want to 
sell out at an appronfiate time/ only way they can ultimately 
realize on this is to sell the capital assets and l>enefits from having con- 
verted ordinary income, which would have l>e(jtt4axed at corporate tax 
rates, into rapftal gains, which will be taxed at a much lower rate. 

The second example is in the forest products industry, C^onsider a 
very large ne\vspaper which owns a pulpmill, a paix^rmill, and a forest 
plantation. You caii a^parate that into four or five units: first, a tim- 
ber-^jrowing iirm, second, the timl>er-harvesting firm, then the pulp- 
making plant, and finally the papermaking plant— perhajf^s also the 
newspaper publishing firm, 

' It pays to operate all Jinks in that vertical chain at 55ero profit and 
push all the profits into the timl)er plantation unit because we have 
special tax provisions for timlK»r growing, to encourage j)rivate for- 
estry, that make it possible to substanti{VUy reduce your tax bill, 
j^p all the income of that chain c^iibe pushed into the sep^ment ^yhere 
ffcan earn the most favorable tax advantage. 

These examples are also paralleled in the nrl>an real estate field, but 
I won't go into that. 

They explain why there is a ''tendency for large fiiins to gain aVl- 
vantages that, as I have said,- are disproportionate to any increases 
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they may have in efficiency /or any other kinds of service-related ad; 
vantages they may promote, - ' 

Senator Stfa-knson, I suppose the advantages of efficiency could bo 
temporary, too; couldn*t they? For example, as the concentration of 
ownership of timber resources'ot of broiler or egg production facili- 
ties continues, the opportunity for manipulation of the prices is going 
to grow, 

Mr. llxvv. Precisely. This has ah-eady begim to happeft I used tho^ 
example, and it was mentione/l this^ morning, of tomato pix)duction in 
FJprida. The concentration is'great enougli now so t^iat the tomato pro- 
ducers have been able to (lominate the market structure and exclude 
Mexican winter tomatoes. ^ / i , . * ^ 

Senator Stcvknson. If that iifiarketing order,^iu the case of the 
Fhn-ida tomatoes were set*asid(^, what, would be the effect:.? Would it 
give the small fannens in- the United Stat<*s*a better chance to com- 
pete and consumei'S an opportunity to buy l)ctt<»r American tomatoes, 
or would it on tlie^other hand mean a" great<»r influx of Me'xican 
'tomat(k»s? ' <. 

Mr. lixvw It is veiy (Ufficulfc for ihe to say. without some more 
detaih»(i cost accounting studies, but-my impression is that the first 
reaction would b(^ the influx Oif imported tomatoes. I would not find 
that a disadvantage. 

The same is true o'f strawl)erries. (Commercial strawberry produc- 
tion |h the Ignited States is disappearing fasl and going to Mexico. 

>?(4i(itor Htevknhon. It is also going to Cooperative (\anxpesino. 

Mr^ RAt*r. But not very fast. The main problem here is ^lat we , 
need to reexainine tlu» areas in agricultural production where we htlye ' 

comparative advantagcrWe cannot afford to hs emotional ab6ut thisy 
^ In scmie kinds' of stoop labor production we, do not have a compara-^ 
tive advantage in the TTnited States and are not likely to have with 
cui-rent wage rates. If we ex(»lude the imported products, it wiirmcan 
Jijiigher^mce^o the consumer* ^ - ^ ^ . . . 

^\t what point is it advantageous to gc't a lower consumer price for 
iJetter quality prmlucts and sacrifice some jobs in agiculture that 
might otherwise go to tomato or strawberry /growers, and move some 
people out of tomato and ^^tra^Yl>erry growing into other sectors where 
we do luive a (»om|)arativ(^ advantage and where there are .^pod rea- 
s<ms whv we should (Mmtinue to invest? For example, meat*produc-, 
tiou. « 

In this sens(» it might not necessarily create moreqobs for tomato 
growers in America, but it ihight iniproVe social welfare andcerttrfisily 
benefit consuniei^ to avoid this kiiul of collusive pric<^ fixing at the 
pi*(><luction level. 

■ I expect we ^^ill see more examples of this in other crops. It is . 
inconceivablert() me tlrtit fiims. that control 30 or 40 percent of the 
product40f a Vertain line, .such as snap beans or h(»ad lettuce, will- not 
\m tliat.niarlAjt powei*. We have-'finns that do that. As a consequence, 
rl expect to find more Examples of the tomato growers^ in the sense, 
that i)|0(.lucers wiU'find ways to keep prices high and to restrict out- 
put oHo lower (juality of .output. This yill be a consequence of the 
failure t</ recognize the significances of the fetructural changes that 
are oivur ring until it is too lat<?. ' * ^ 

' - - 
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As: somj»one.has pointed out this moiTiinff, if %ve wait for the con-, 
eventration of inarkot shares test to be used m administerin^^thc anti- 
trust laws in afJricuUiire^ it will be much too late.. By that time it 
will bo virtually impossible to put back together the brolvcu egfts. 

In thiji* sense, then, tluV kinds pf tests that have ])eeu used in the 
past to measure dangeious levels of concentration of economic power 
mJudustiy should not l>e* a guide to the tests that are used in agri- 
culture* There aif differenCj^s. I don't want to be emotional oi* retro- 
spe^^tive about tlie family farm oi- the benefit^ of a veoman fanner 
po^pulatioii.. There are still important differences iir agricultural pro- 
duct iou^that hat^x to Ix^recogiiized: . * 

.One is^the difficulty of retracing your steps. You alluded to this 
with your question al)outmie availrtbilitv of land for recreational pur- 
pf>ses for nonfarfh people wlio^'ant to live' in the coilntn'side. This. 
IS Tapidly becoming exnensive^ and wportunities in some parts of 
the country where the demand is high are declining; because of the 
competitive bidding and becaus<r of i the value that the ^peculativ*^. 
. holdings of these lands have to veiy wealthy investors. 

^Tliis has \mni encouraged by soinb\)f our property far^: policies. You 
have, here in Maryland, at your doorstep (>ne of the Jx^st examples 
in the Fnited tStates in that tliere is preferential tax- hssessmcut on 
agricultural land in Montgomery County, umongoothei'S. This has 
lK!en used primarily by noiifamersj to permit them to buy or to con-^ 
tiAue to hold land^ while- they rij^ii to higher "levels. of value than 
would, otherwise have been profitable because oT.the tax burden. . 

We have the same example iii Mimiesota. As a consciiueiice, our 
tax policy in the propc^rty .tax>fiel<l has .also played a role in encourag- 
ing wealthy investors to buy land, usually not 'for fanning purpoS(»3, 
but on which they will conduct farming operations while waiting for 
it to increase in value. 

I maintain that this is a p^>or motive for engaging in farming, and 
mvan^ iH>t apt to get good manngeinent deeisions in faraiing if that 
. is the motive.. 0 wild's will make strange management <lecisions, al>out 
investment, almyt n^placemciit, about repair and maintenajice of 
buildings, aljout l)ehavior in the conmiiiiiity. This is not- a healthy . 
motivating force to have at work in the landowniu-Hhip fifld. 

I am also in(*line(I to ?>tress the fact .fhat the way in which we have 
enforced or not enforced labor legislation has plav(»d a verv impor-, 
tnixt role here. I wtnild not lik(^ this to go umvpotted. The 'fact that 
finns in agricultur(> in many cases i£re not subject to our various lalmr 
laws has l>een b(»nefic;al to the large fiiTii, and yet farm groups and 
farmers have generally oppos<Ml any extension of labor legislation to . 
agriculture. In th(ur narrow sc^lf^-interest, and certainly in the national^ 
intwst, this is a short %sight<»d policy. 

Senator Htkvenhon. My impnvssion is that tjiey are changing their 
attitudes. The farm organizations tend now to favor th(»' extension of 
the National Labor Relations Act, or a variation of it^to agilPculture. 

On the otluu-hand, some of the small f armfu^ and f aiTiiw()rkers t('n<l 
to oppose the extension of laws ojti ccdl^'five l)argahiiiig». labor-man» 
agement .relations, to agriculturc< Th(^ Ignited Fann Worker's would 
not like'to see the National Lal)or Relations Act, in itspr(»S(mt form, 
extend(»d to agricultur(^ ^ 



• . / - . • ^- • . ./ 

• ■ :., : ■ •■. Y- 

• ^ Mr, Raup, I can sympstthize with this point of view> ana still mam- 
\^)^in we 'should try to wgck out a propefly phrased ejxtension^ of this 

labor legislation to agriculture, I thinK it doe^need to be altere^. "VTe* , • • 
' . d0 need, to be very careful about the probable consequences of e3^nd- ' 
• ;iiig labor' legislation, that would only one major effect an$i that 
- . would be tp redude^the number of jobs. This is the same problem as • ^ 
wijjh'iblie owners]^ of property. It very nice for those^ who get it, 
but. Jflaaby don't remain: and .therefore you have benefited a few at the , 
^expense of a rjf duetion in ^mplqjgmeni 6pportunitie5^ \ \ 

Unfortunately, the forces t]^^ 
gehenally^^tend to leaflsthenX^to prefer higth- wages for tihose who''rwnain . . 



and to be'relatively^less interested in-^the numlier ofjpbs. This is not 
' : uni&rmly xrue of aU o in all. industries, but there has 

v"" ^ ccrlSinly Seen a tendency in ^e agriculture field for th^t to be true, 
. ^ Agricult^ural laboi?, in, Calif ornia jvas perfectly ready to sacrifice the 
• jote flhat were^acrifided by'the 'extension of agricultural labor legis- 
^ latiOn; That did not bother tiiem at all. They wSre ready to wipe those 
" .i .. lofe out aiidto see the strawberHes go^to Mexico, which is ^khat 
happened, ^ ■ . ^ ■ ^• 

- ^1^.^^ sense,* then, the kind of extension^at is made of this labor* 

\ , legislation should be tailored to tjBe different segments' of the economy 
./and shoilld not be done with a meat-ax technique. It would be- ' 
wildly wrong ^ust- to make a blanket overnight extension of present 
"legislation. " ''^-^ jf 

Nevertheless, if we pejcihit large firms tonhave an advantage on the 
. / wa;ge^ bill by being d/ble to locate in rural areas in agriculture, this is 
" . certainly a ^amntee'that the small farmed*; will have additional com- 
petition.* It is not related to any productivity advantage, jaecessajrily, 
^ ■ ' - ^ There is olfe other point I^should- mention, I think,^The quality of 
^ statistics avaikble in tihis field, sir^ is very pSGr,:biit*there lare Some 
^ areas in wl^ich statistics are available, I wish that^we could have better 

• ^ resources so that the data available in the land^grantuniversi 

, T be made generally availal^le to your committer and other committees. 
There is.ab^ea^ci^ the communicatjo ' 1 , / 

Senator Stevijnson, Is that where the data are, in the^land-grant . 
-./.colleges^ V ■ ■ ■ » ■ ■■ * ' ■ ,!>■■ 

■ . ; y^'-'^'-'MT, RAXTP.'Muoh of ife Someof the dataware in the U.S. Depteimen^^^ 
. of Agriculture and some of the best data are in the Departinent^6f ' 

Agriculture. A§,you can reajdily understand, a man sitting in Wash- 
iligton is interested in^ariy caSses in one statii^ic per State. He be:gins 
to lose interest^ rapidly when yoU begin to quote:him county statistics, 
because thjs is tbo much detai^^ >' . . X 

* lie is* intere^t^d in national planning, he has to ^.answer questioils 
' . - : libat yx)u a^k hiin that are relevant for the whole c^untry^vThei^ is a 

tend/Biicy toward a 'focus on statistics at a level of aggregation in the 
- Washington agencies that is so great that it washes out ^e significant 
interrelations. • %♦ 

" . This is specifically the case with JKpflf'^Sd^ statistics. 
Senator Stevenson. Ho#' w^ 
the Congress comiyiissibn the Department of Agriculture, and make a^ 
special appropriation, fo puU aU of the data 
inforriiatioh than w^ have now ? How would 
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,* Mr. Batjp. I thiink^xsir^ that the Qongress in its many pa^rts has 

{)rimiaiily discouraj^ed tihe Department of "^Agriculture from oollecti'lig 
h0se data. The prihcipal reason wKy tb&y mve not been collected is^ 
to be found in the IXS.. Oongressy bei^ause tihere has bfeen strong con-* 
gressional .poressure ih tjie agricultural committees on the men who 
tried to collect *sii|t5h- dallt, and several have* iQSt tiheir jobs- and several 
have been transfeired to other jobs. 

Ttti^re has been speciific opposition to the collecting of data oh con- 
centration of lahd«>wner^hip. ' " 
* Senator Stevenson. From tihe Gon^ess| /-^ 

Mr. Eattp. From the Congress. This can be, documented,* back over 
four or five decades. It is not my jot^ to point fingers here, sir, but the| 
reason ^hy the XJ.'S.'Depai;tment.of Agriculture hais not made de- 
tailed i&tudies of the ownership of farmland iii Atnerica is not because 
they jx»vQ,jio men there interested in that subject arid not because they 
have no technical competence. . 

' .It is bepaufefe they have been discouraged from doing it by people 
who control tljeir appropriations. , 

This is generally also ti^e "of studies of corporate farming. The 
USD A study was done in the dj^ing months of the last'administiution. 
It has not been rejpeated. As far as I knowj there are no data or plans 
availably for^ repetition of the study. • 

♦There were data yjcluded in the 1969 Ce^isus of Agriculture that 
will be helijful to us. We know from our own State data that -much 
more is available and could be cited than has been cited. 

It might interest you,, sir, that the State legislature in Minnesota 
this year fehactiad legislation wihich I have here in copy, and you may 
addrt tomy testimony if you prefer. , " * 

Senator Stevenson, We will put it in the record. V 

(The informatioii referred to follows^) - - » 
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■., \ 
. - CHAPTER 201-:S.P.No420 » 

: _^jpQdecQ__ : 

^ An ^ct relating to land used for a^icuhuref requiring reports * 
from corporations owning or leasing land used for agriculture;, 
maiding penalty, - • ^ ' . ' 

Be it enacted by the Legislature of the State of Minnesota: * 

Section h [500.23] AGRICULTURE; CORPOR'ATIONS; RE- 
rOHT OF LANDS USED. Subdivision 1. The economy of theiMiitate 
an<l the welfare of all of -its residents 'are dependent upon the 
avMlabilitjf of agricultural land fpr use by individuals and families / 
residing in the state. Therefore,, the legislature declares that it is 
mvcHSftry 'to determine the amount of lan(l which is owned or leased 
by dorporations, foreign and domestic, aftd is used for agricultural 
purposes* , ' 

Sec. 2. [500.23] ANNUAL CORPORATION REPORTS. Siibd: ^ 
2. All corporation$, foreign and domestic, wMch own or lease 
agricultural, land in this state used for the growing of crops or the 
'keeping of poultry or livestock, or which own .or leasfe any land on 
which poultry or hvestock are confined for feeding purposes shall, on . 
or before March 15 of eslch year commencing 1972, file with the 
secretary of state a special annual report setting forth; ^ 

- (1) The name of the corporation and its place of incorporation ; ^ 

(2) The address the registered off ice of the corpO'Wition in this 
state, and the name of its registered agent in this state at such 
addrisss, and; in the case of a foreign corporation, thd Address of its 
principal off ice in its place of incorporation; 

(3) The acreage and location/liste'd by section, township and 
county of each lot or« parcel of lamd in this state Qwned or leased by 
the corporation and used for the growing of crops 0F^,the keeping or 
feeding 9f poultry or livestock; 

(4) The names and addresses of the executive officers and the 
boardof directors of the corporation, as shown.on the records. • 

Each report required to be filed under this section shall be 
verified and sworn to by the president or other authorised agent of 
the corporation filing it. Any person who shall knowingly submit, or - 
who through the proper and <lue exercise of care and diligence should 
have known that any submission of information ai\a statenients . 
required by this act are false or materiallj^ misleading, or who fails or 
retuses to submit such information and i!aatement8, shall be guilty of 
a gross misdemeanor. \ . ' 

Approved April 30, 197L 
Chanfios or addtttont Indicated by ' underline^ deletions by ftt ri kiaie ut i 
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' IVIr. Eaot. TH^ wa^orked out as a result of cooperative work be- 
tween the Universita^ of Minnesota and the several committees of the 
State legislature, myself, have testified before about 12 different 
^ committee ^essioj^. Cbn^uently, we Jiave a law on tlie books now re- . 
'quiring the ammal report of the ownership of all lands hy^ cori>ora- 
tions witilispj^ific location by survey descriptio;i, ind identihcation of 
the oflScersaM directors. ^ , 

Now, f^the first time, we will be able to answer the question: " Who^ 
owiis coBj^rate farm land in ]y[in^ <^ • * ' 

Sena<X)TSTEvENso^^ Can you answer it now? . ^ ; ; 
rRATJP, Yes, .approximately. B\it with; a great deiil o:^ doubt 
some areas. We knc^v tiie seat of the corporation,' wo know where 
^rporate headquarters are'-Tliat is i>art of the secretary of Mate's 
[jords. We do not know where the land is located,, nor do we Imow 
.e^aoreagethey controj; ' ; 

Senator Sitevenson. lent? that what we .need to know i 
Mr. RXot. Exafitly. One-fourth of all the corporate farms in Mm- 
hespta have their' corporate headquarters in tJhe Minneapolis- St. Paul 
area, but, of course, their land is not there. • ; . 

What we need to kn0}v*is, where is this land, and wiiat ai-e these , 
corporations doing? We will be able to ans^ver that question, I hope, ■ 
in anot)herl2orl5motttlis; / . 'tV i 

To tlie best of my knowledge,, sir, no other State m the Umted 
States can give you an aiiswer to that question/ . v 

We also have had a loiig history of study of land values In Minne- 
sota, and we can giVe you detailed, county-by-county breakdowris On 
trends in laifa values, going back to 1914. ' - ' 
Senator Stevenson. You have that now? ^ 
Mr. Raup. Yes, sir. . ' , • . , _ 

Senator Stevenson. We would like to get those figures when they 
are available. ; ' . 

Mr. Raup. We are making an annual report. We are working on the 
1971 report at the moment. - > i.i • i 

I- might say that land value trends are not always what you thmk ' 
they are. The data that the U.S. DepartmeM of Agriculture publishes 
in reports that com# out periodically dilfing the year are very good, 
but unfortunately are not broken down any more than one statistic per 
State. This is a very crude indicator. 

Think of our owi>State,^ir, think of my State. We have aft over ten- 
fold multiplier between averages of county land values in northern 
Minnesotj^ and in southern Minnesota. In other words, there are coim- 
ties in southern Minnesota^ where the county average is 10 times the 
average lin parts of counties in northern Minnesota. ^ . ' , 

Imagine the significance of one statistic for HlinoiSj including 
Champaign County land and land in the DeKalb area and land in the 
southern ^oal mining counties. 
Om& Statistic per State is useless for analytical purposes. 
We are now working on studies of the trends in county-by-eounty 

We find that through the 1940's and into the first part of the 1950'$, 

• the biggest land value increases were in the agricultural counties. Since 
the middle' 1950's and increasingly into the 1960's, they have lost rela- 

• tive rank, and the big land value increases are in those counties m 
areas where industrialization is developing most rapidly. 
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The high land value' increase counties are those around the Twpm 
Cities, from Minneapolis-St. P«^ul, south to Rochester, east to La 
Crosse, west a-^d northwest to Saint Cloud. This is understandable 
because the competition is not from fannersbtit from urban people who 
want niral lands, who want to live in the coimtry. 

This competition effectively extends 76 to 80 miles 'from the Twin 
Cities. The market for farmland in that circle is e^ntially not a farm- 
land market any more. It is a market for farmland to tell to nonfanri 
people. Prices are accordingly inflated. n ^ 

We Have a number of counties in the second tier of counties around 
the Twin Cities, in which land values are in the thousand- dollar per. 
acre range for land that would nbt be worth more than $200 to $300 per 
acre for itgricultural use. ^' i ' 

'Senator Stevenson. How fo^oesit go? ^ 

Mr. Ratjp. About T5 to 80 miles, dei)endirig on transport«,tion. ' 

Senator STBVENiSt)N. It goes as far as 150 miles in Illinois, f rotn the 
oentet of Chicago. 

Mr. Ratjp. Yes, sir. Part of j^our land value increase in the area you 
are talking about iat due to agricultural productivity pot?^ially. Some 
of that is very valuable agricultural land. I am talking aboht virtually 
pure Siind in some cases.. 

Senator SxEVENSOJir* 'that is what I am t^ilkitig about. In Jo 'Davies 
(^ounty in the northwest part of the State, land has very little agricul- 
turiil^ Value. That is where the greatest appreciation, of land values^Jias 
occurrM in recent years/ 

Mr. 'Ratjp, In t^rms of concentration of wealth, there is another as- 
pect I would like to mention. We have heard a great deal of 4i?cu8sion 
about the jjreen revolution and the increased output of prodluct thft 
makes possible. Some have expressed a concern nbput the loss^of diver- 
sity in genetic stock as a result of tluo green revolution, because we have 
total world output fpr major crops like wheat and rice how dependent 
on a relatively small numlier of genetic strains. ^ 

The fear is that by loss of diversity, crops wilt become more exposed 
to catastrophe such as corn blight. There is good rea^n to be concerned 
about this. ... 

I want to point out that therein is a social parallel to this in our rural' 
commuhitieij. We have had a diversity of genetic stock in a sense, in thje^ >. 
form of Ideal leadership, local entrepreneurs, local risk takers, that is ' 
disappearing. 

An increasingly large fraction of our i)opulation is now made up of 
people who have very restricted entrepreneurial opportunities. They 
are managers for somebody ; they report up the line to somebody. We 
arelosin^Nin element of training, in small-scale, local training grounds 
for business^managers, for risk takers, for people who will t^ke a wild 
idea and turn it into^a successful product. " ; " 

I am impressed with the danger of l)ecoming too dependent on iix- 
stitutionalized research in li^rge firms, whether they are iiniversities 
or private firms or govermrient. Much of the technological Advance in 
America has^come out of small-scale firms find comer workshops. 

The loss of this diversify that is associated with the decline of out 
small towns and with the decline of business enti*epreneurship in small ■ 
towns should be worrying us more than it does. Many of oiir farm 
equipment manufacturers will tell you, for example, that they spend a 
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very small fraction of their gross sales on research and development. 
They don't need to, because the farmers do it all for them, or the little 

.country machine shops. * i? . i 

They buy up machine shop inventions after they have been perfectea 

and put them on a serial production basis. That they can do well. 

In several fields where concentration is hi^h, tHe record of research 
and development expenditure is very poor. This should be one of the 
* major arguments why, we should look at concentration in agriculture 

verycarttfully. . ^ x -r^ t -c^ i 

Senator Stevenson. I, remember years ago Justice i?elix i?ranK- 
fiirter told me that in his experience the best lawyers to uppear l>efo]re 
the U.S. Supreme ()ourt,4lia most i>ersuasive and skilled advocates, 
came from the sniall towns of America. 'They were the general prac- 
titioners, little lawyers in little towne that had been dealing with every 
kind of human problem in their practice, and thejr made better lawyers 
. for the ILS. Supreme Court. ' n ^ . T 

Mr. Raup. Some of iny colleagues in theiecTinical and professional 
scliools in the univeifeity tell Tue the same thing. It- is certainly true 
that we hav^ had a disproportionately large»number of our bettor stu- 
; dents fronfour poorer counties, from areas where our unejnployment 
rates are now highest. • . , /'. j. # 

I don't advocate high unemploymeut^rates <is a producing forcT^ 
for good university htudents. I do suggtst that the reaction of a system 
to stress is a majoF test, of the capacityf of that system, and tlje variety 
of the stress tjia't you can put upon the system is a measure of the 
strength you can generate. ' , * 

If you become pathologically specialized, you reduce tlie cm)acity to 
put the system under different kinds of stress. Therefore, yoii don t 
know what is going' to happen when some unexpected. stress occurs. 

One of the glories^i this cofiiitry in the past has been pur capacitjr 
to s^iift with rapid clumge/to react to stressful situations that we^ t 
in the rule books. Tlierewasn-t^anygiiideline to follow. ' . 

ram worrying about what happens to a corporate manager who js 
confronted with a new problem for which there is no company policy 
in the rule book. We can see examples of this type of flifficulty in our 
industrial world today, I- think tliis is dociuiiented in some cases m 
oiir aerospace industry ^and some of our military procurement and 
supply agencies. / ■ 

. I luive seen technical studies that suggest that the worst thing you . 
could do would be to put exclusive contracts in the hands of big firms, 
l>ecause you haven-t ^covered yourself* hedged your bet, so to speak, 
f?v diversifying your contracting to the point where you can benefit 
from laws of probability in fhc discovery of new ways of doing'the 
job-. • ♦ ' ' • • . , 

'I^is is why I am worried about, specialization. When you have a 
well-developed technology, specialization can enable you to exploit 
it. Take the plantatioirsy8t<\m, which in its day had a place. Take the 
broiler- production that we liave •just l)een discussing thia morning. 
Take the cattle feedlots which are in question right now. - , 
• I dm not as wise as Professor XJates iu» refusing to predict. I am 
suggesting that we should look very carefully at cattle f eedlot invest- 
ments; that we very well may see the kind.of retrogreasive activity 
. on the profit side in cattle feeding that we have already seen in poultry. 
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I hWo rec^^ntly driven through the Great Plains and Mountain 
KStates arid yisited cattle feedlots. I am impressed with how manjr of 
them are.5ot full. If these cattle fecdlota are not oi>erated at capacity, 
they are very high cost. If they drop below 80 percent of capacity, 
and Btay that^way for very long^ theyjire out of business, because jtheir 
overhead goes on and it is a big overKcad.. * 

They are, then,,compelled to stay at full capacity. This puts them 
in the mark(?t a« competitive^bidders for whatever cattle tliey eiin get. 
This not a wltiQiial pricemaking policy. It is not a rational econbmia 
procvfeas^. * - 

I sujggest at the end of mj^ written lestimoi^', sir, that I think the 
real isime here is a restructuring of political and economic power that 
is related to land ownership. In the past that power has been rather 
widely diffused n\ the- Fnited States. The benefits, from land value 
increases have l>eQn accordingly diffused. / ^ 

Today I am concerned about the concentration of power and the 
concentration of the benefit^j, and with what will happen in terms of . 
economic consequences to our ability to control large-scale units when , 
they achieve levels of economic concepjfcration that permit tljfem to 
chaile^gt) G^^nnnent. * 

We have fihns in the coimtry how that can tlKthat. T)ie only pos- 
sible control agency is Govenmient at that acal VDf.^ oi feration^ and . 
some firms are big enough to c'teillenge it. ^ ^ * 

We don't yet .have a 'General Motors of agriculture, but we have 
firms in some lines in agriculture, that are approaching that level of 
concentration. , . 

If anything can l>e done, I i'ould like to emphasize that it ought to 
l)e d(ffie, to ufie a medical simile, by surgeons and n<>t country doctors.* 
You arc? dealing witli a very intricate system. It woiUd l>e wrong, say, 
to ban corporate fanning outright, very wrong, l)ecause many of the 
coriwrate farms are s<»rving a us(»fid purpose. It would be wrong to-ban 
big farms outright also, In^canse then* is a place for bigness. 

iiut there is also i\.place for a policy whicli w^Quld guarantee a mix 
of sizes that would prt*serve sbme*of these values I have tried to stress, 
and preserve diversity, preserve lack of compulsion to move to the 
citv4)e<'ause there are no jobs in the countryside. 
■ If we can't solve oiu* city problems by ci^ating diversified jobs in 
de<'entralized hn^atioiis^ I s(»e no possible solution for theiii. This is not 
just a farm problem; it is not just a prpblemj^iyour cornmittw, sir, 
.-ii.nd labor. It is a much larger question of tot|rf manning in a national 
se^ise. ... , \ f Jr 

Certaiijly it is. a problem for rural coI^n)lmity government in the 
broad s(»ns(N and that has been stress(»d lieiti to<lay. 

Senator Stovks-son.' How do you look tipon coof)eratives as a real- 
istic poHsibility for pooling the resources in rural America and giving 
the little fellow a chance'^ . 

We have heard t<*stimony from other witnesses about the cooperative 
movement, which is going through a difllcult T)eriod. Some of the state- 
ments have Ix'eu addressed to the unavailability of sufficient cre(lit for 
c^K)i)eratives, ljut otheii9 stress the unavailability of managerial skills. 
The latter may \n a greater problem than the availability of credit. 

Many of the services of government, land-grant (*olleges^ and so on. 
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are dixected not at the cooperatives, not at the small f amworiker, but 
stress the cprporatefenrier. , \ 

Do you have any ideas about ^^4lat5 if anything, should bo done to 
help'coi^eratives^ ^ / 

Mr, IIaup. Cooperatives have been neglected in general, arid in spe- 
cific terms they have been neglected by ,researcli and by our promo- 
tional activities very generally around the country* 

For one tinner, the reasons are cqumlexu lt is not a simple job to 
assign responsibility for this. 8bme of the early work with cooperatives 
mjide out of the operative a virtual ^iieligious movement. There was ^ 
theological overtone, thcTe sfcill is, to much cooperative interest. This 
has tended to discourage scientific scholarly work in the univei^ities. 

You were being asked, in effect, to appr()3je*v value system and sys- 
tem of belief that was i>n»sented to you* as a "giver" without being 
permitted to question some of the basic premises ou which it rested. 
That^is part of the answer. It tended to turn off the yojuig graduate 
student who was looking for a thesis topic, for example. * m , 

You either had to subscribe to the philcySCpliical belief or not. If Tou 
didn't, you couldn't*get access to the data, x ou weren't welcome. This 
has played a significant role. 

It has also turned off staff meml)ers in the universities. There is iiot 
in the XTnitcd States today an active group of senior scholai^s working 
on the problem of cooperatives in any field. We have some of the best 
in the Lake States— I don't want to be chauvinistic, but we have some 
of the lK»st in Minnesohi, as a matter of fact. 

Senator Steven'80>u Is the theological overtone still there ? 

Mr. Raup. Yes, it is. But it has shifted groimd considerably. As a 
matter of fact, co(q)eratives hav^ gone through a pluist^ of development 
in the T»nited States that is somewhat similar to their history in the 
Fnited Kingdom, in that they ww set up originally by people tremen- 
dously enthusiastic and dediciitOTto ttieir goals. They were supported * 
hy people wlio bfilottgrd, stained their membership, and continued 
tlieir patronage/for ideologVal reasons as well as for economic reasons. 
. Tins gen^ivjv^on is passing from the scene, or already gone. The suc- 
^ ceeding generation is apt to look at the cooperative with a very cold 
' businesSi-eycs and l)elong or not belong/ patronize or not patronize, in 
terms f*f tlie economic advantage. / • 

. In part, the leadership queiition that you raise ift/at the root of thiH 
. problem, because some of the cooperatives have? been very slow to be 
willing to i)ay the salaries necessary to attract th^y^juality of leadership 
that/ithey need. That is not true m some: of the biggest cooperatives. 
Seirie-of the l)est salaried jobs available to ah agriciiltural college grad- 
^late today 'in certain fields would be jn sdShe of' the biggest coopera- 
tives. They liave umJerstood the vaiue of payuig money for talent.* 

But the bulk of the smaller cooi)erfttives haven't; they still want to 
hire a manager for $350 a montji, $400 a month. 

Senator Stkvknsont. It is a question of ability, as well as williiigness, 
. iumany cases; isn't it? ' * #> ^ , 

Mr.JiArP. Itisaqucstionof boards of directors of snialllocal coop- 
eratives that have a sense of relative vahies that ii^a generation out 
of da6e. Also, they know what their in<»ome is and it is not good. It i% 
very painful for some of these. pe()|ple'%vho are making losses year after 
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$eitt^]^y the $15,000 you need to get a good manager for a local 
cooperative. • ' 

.1 cantinderstarfd that dilemma. Consolidation of co-ops is an answer, 
and this is taking place- iif some fields. It is very rapidly taking place 
in the dairy c()-op field/as you certainly kliow. 

But some forms of cooperative endeavor have not prospered in this 
generation. They exist at different degrees of gockl healWi around the 
:eouiitry* The larger farm supply coopcfatives arc doing very well. 
Man^>tJfthe ones that are in the best health are really not tr^ie coop- 
eratives, Tn the traditional sense of the term, but are individuals or 
lirrai5 bandfd togethc*r under the cover of the Cooperative Act in order 
to exploit their advantages, and under any other system of organiza- 
tion they would be straightforward business firms. 

This is especially the case-\vith some of the California co-ops. Yoh 
have medical cooperatives, for exgimple, of doctors who*^?an organize 
tmder cooj)erative legislation. This type of development of tjbp c()op-- 
erative principh^ has shown some growth. . • ^ 

^ In agriculture, it is a backwater in some of educational and training 
institutions, and in many of the business segments of the cpmmunity. 

Senator SwKNHON. You ventured a very interesting predicti<m 
earlier, Mu. Raup;;--^all your predictions have l>een interesting—but 
you predicted an increase in the amount of hired farm1al)or in the 
country. 

Wh have received a lot of predictions that mig'rai% m^ght die out. 
Ifrfarmers continue tq^be displaced and the ifeed for hired fanni labo'r 
continues to increase, areivt wo going to have more migrancy, more 
farmwork(TS going into the migrant stream, traveling around the<'Oun- 
try in search of f armwork? ^ 

Mr. ILwv. T doubt it. Perhaps in some cases. I am not a specialist 
on vegetable crop production on the Atlantic seaboard, and therfiore 
I.should be very cat;ef ul what I say about tlwit tvpc of production. NKr 
am I well acquainted wilh the Rio GramWValley and the CaliJorniJk 
problem. . ^ . / 

I would like to correct the niisimpre^sion that I gave, I don't ex- 




it is reasona})le to assume it might increase. Whether this would lead 
to more migrant lal)or is very (piestionable. ^ . 

"Tim old tmditional migrant laborers^thatservcHl the Com Kelt and 
Wheat Belt have disapp(v%ml. Thei:e were in my youth gangs of men 
who made the harvest in the Wheat Belt. These Vxist no longer. They 
exist in diffenait form, lliey now have $75,000 to .$100,000 worth o^f 
combiiies, tractors, and trucks, and move from Texas to Saskatchewan, 
following the ha rvest as migrant lalK)rers. 

Now in thaf^ >ense, that kind of migratory labor activity ihiglit in- 
crease. It is numeri(^ally not a vnj larg(» source of employment, but 
• econmnically it is a very significant attempt to st^ibilixe emi>loyment 
in a seasonal job such as wiieat harvest. I very little oppoiiunity 
' for tliis to take place in com harvesting, ^ 

S(aiator SxKVjKNsoN. Isn't com harvesting seasonal { ' \ 

Mi\ li\vi\ The i)roport.ion of the lure<l labor force that is s<>asonal 
is concentrated in si>ec^ial areas. It is not unifoim ov<»r the United 

ERIC ; • ,^ 
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States. It is least likely to bo seasonal in the I^ko States, in the so- 
calMC<)mBeltStateSjOrinlive6bpckJi|^^^^ , 

Livestocfc liavo to be cared for dafly. llio J^ea^nal aspect of farm 
labor supply in northern Illinois, Iowa, iVisconsin/Mnmesota^ very 
minor except iu vegetabJo production. . . . .. , • 

Sehator Stovbksgn. Will that continue to be the case if the con- . 
centration in laml ownership) cw^^^^ \ . " • - 

Mr: Ratjp. f think so, because the oneihmp: that a large eorppx-ate^ 
farai engage<l in livestock production would demand is a stable labor 

force. . T . a 

Senator Stevenson. Wliat about corn pi-pduction ? ; • . 
^ Mr. Raitp. We are reaching levels of >T)ecialization m corn and 
soyl^ean production thai might p<)S8il)ly give rise to a very seasonal 
* pattern of lal)or demand. It could result in seasonality m the labor 
force in the com^soybean area. It has bei-ii so profitable to put}every 
acrejn com and soybeans that fanners have abandoned their divmi- / 
ficd enterprise'^ and are now in niany cases unable to turn the clock ^ 
back. Tliey could not go back, at least not without very great cost, 
if they wanted to. , , . , > 

This t-ends to per|)etuate our surplus problem, Iwiuse the kmd of 
production system we liave in com and soyl>eans keeps the output 
rolling whether w-e want it or Hot. Tlie people on those farms are 
imder economic compulsion to put it in com and soybeans every 
vear, and are relatively insensitive in some cases to price movement. 
^ There Jias been &t parallel develpimient that has horn very interest- 
ing. It used to l)e that the marginal producers wei^e the ones that 
contributed heavily to the ttps and downs in the cycle of supply and 
pric^. ' .7^, 

Tliose marginal piioducers were climatically marginal. Ihey were ixi^ 
areas of deficient rainfall or diought hazard. 

In com production, a moBt interesting thing is hai)i>ening. Becp-use 
of irrigation in ai-eas of the eastern sIoik* of the Kocky Mountains 




sid(»red to l>e properly in the ( 'orn Belt. 
Ah a n^4ult, queBtious of who is contributing to the ups and downs 



in the sum)lus cycle take on a dilTi^rent (olomtion> Irrigation has 
tended to ^abilis^e com production in otherwiscvhighly unstable aretis. 
This meant that the heart of the Corn Belt in your . State, sir, is 
going to have to bear moiv. of the adjustmeiij resi)onsibility than jit 
had in the imst. - 

Senator Stovenson. Corn farmers are going through a very rough 
period of adjustment right now. Soybean prices, of coum^j are high. 

Mr. Raitp. Well, your land values had risen to vei^y high levels. 
TluTc has l)een some retrenchmoiit, some land value declines now in 
the highest priced lands of Illinois and Iowa. There 1ms Iwini a needed 
rea<ljustment in attitude toward profits that can l)e made 'fiom 
agriculture. . , 

I think this lies in partr- and I should have said this earlier —it lies 
in part l>ehind the present state of our knowle<lge alK)ut corporate*, 
farming. We may l>e just, a litflo bit out of dat<^ in some of our con- 
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c^m afc the moment, because, some of the corporate farm activities 
rMect^d business investment decisions made in the early and middle 
^960's when profit expectations in fanning were much rosier than 
thw are today. ' * 

Soine of the business firms that were^t up ^nd incorporated to 
invest in agricultural land have since gone, broke or wished they had 
not invested, Tliev are not healthy. OBK, Industries of Missouri is in 
difficulty. Gat-es Rubber Co, found it necessary to sell out its large« 
scale faming enterprise in the vicinity of Wray and Joes, Gola. Some 
other firms are finding ways to get out gracefully if they can. 

The expectation j)f vast prolitvS in farming that led some investors 
into agricultural corporate investments is disappearing and this is 
weeding out the summer patriots at this point. They are not anxious 
to contmue. That source of capi^ is not likely to be as easily tapped 
in the next 5 to 10 vears as it was hi the past. 

How the f uture^of corporat<3 farming appears in America is in 
part a question of the expectation of continued inflation, of the psy- 
chology of booftx products that had surrounded some of the new agncul- 
tuml technology, and of tlie stabilization that you see in broilers, that 
I have said we may see in cattle feed lot operation, and in jjeneral 
thatos a§sociatlid with the reassessment of our economy that is now 
underway. ' 

Senator Steveksok, I am very grateful to you, Professor Raup» 
You have an impressive' knowledge of the subject. It has been lielpful 
toustmlay. 

I hope if from time to time in the future you have any ideas on 
how^theee concems which you eloquently expressed could best be 
rofloct<»d in our public policies, that you wilfpass them along. 

It is perhaps more hazardous to make predictions in ix)litics than 
in your line of work, but we are searching for idcAS and we are going 
to try to adapt our public policies to the traditions which represjpnt 
xniral America and must l>e the proven stake of everybody in America. 

With that, we will adjourn this hearing today with the reminder 
.that our hearing record will stay open and we will welcome any fur- 
ther id^es or suggestions. I 

Tliank you veiy much,, Prof ea5or Raup, for joining us today, ♦ 

Mr. RAtip. Thank you, Mr. Chairman. 

(The prepai^ed statment of Mr. Rant) and other mat<^rial relatal 
to the issues disctu^ed at to(lay'8 hearing follows :) ' 



605 



, ■ By aitructuril Chingti 

In AiiTtcen Airtcultur* 

V . * • • ' ■ • ^ 

Willlp M. Kiup 
D«p«rtiMnt of Agticultural and Uppliad IconoMic* 
. ' Unlvtrtlty of MytwioU * 

UBtiMony praparad fo)rR«aringa l>cfoc« 
the SubcoMMlttaa pn 
Migratory Labor , 
UnM GoMilttaa on Ubor and Public W«lf«ta 

"* Waahington, D*C« 

t» Kov«ab«r 5, 1971 

<, . ., ■ . 

Th« aetting for thia diacuaaion ia providad by tha drawatic changaa 
that bav« takan placa in^AMa^ican agricultura in tha paat thraa dacadaa* It 
will b« halpful to raviaw thaaa in broad outlina, ai * baaa for aubaaquant 

i 

•Mlyaia* ^ 

I dla far« poifulaticm of tha Unitad- Stataa aa of April If 70 ia aatiiM|ta4 
at 9.7 MilXiott, or 4.8 pmv cant of tha total population. 

Uaing tha currant dafinition, tha farm p'opulation naa at ita paak of 

32.5 million in 1916. Thia waa 32 par cant of tha total j/opulation in that 
yaar. 

In th« 43 yaara from iblfi to 1959 tha fat* population imi cut in half, to 

16.6 liilllon, and to 9*4 par cartt of tha total popuUtion-i^ 

It raquirad only 14 yaara to cut tha 1956 farm population in half, from 
1B.7 MiUion to tha 9,7 Million a«ti«atad for 1970. 

1/ U,8- Dapt. of Agricultura, Parw Population litiwataa for 1910^1962. KK$-136, 
Oct.. 1963^ p. 2, «nd TabU 
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Ihe rate of decline Incransed ihtrply «£tir World War' II, itA Averaged 
4.S per cent aftmially In the decade ^£ the I960' a. Ihe rate o£» decline In " - 
]l#Sre and other wliorlty racea In the Hxm population waa even grceter. In 
1960 they were 16 per cent of tha £arpi^popula%loii. In 1970, they were 16 ' 
^ per cent of the total popttlatton, but wly 10 per cent of the few popqlttlonw^ 

Ihe 1970 £«ra population , it alao Markedly ol^>..: Children under U yeara 
of age vera 31.9 per cent of the total in 1960 and 25.6 per cent In 1970. 
Adults 55 yaari old and older vera 10 per cent of the total In i960, an^l 24 
p*r cent In 1970. Hie aex ratio continues to differ aharply froM that of 
the non^f^m population. • There vera 106 nales on farw for every 100 feeAlea, 

In 1970| while for the non^fana clvlllAn ^pulatlon the ratio wet 92 Mlea 

3/ 

per 100 feMilei.-" x 

Decline In the hired fatM labor force li another critical dlmenaion of 

the atructural change that has taken place In agriculture. The hlrtd fern 

labor force was cut In half f row 19^0 to 1966, but dtcllned Much More elowly a 

In the last half of the I960's. The long- riin decline hae.bcen approxlMately 

the aaMe as for ISMlly labor In egrlculturi* With 1910-14 as a base of 100, 

the fsMlly labor force In 1970 had declined to an Index of 33 and the hired 

labor forxt to an Index of 35. Annual average farM SMploywent In WO was. 

4,522,600; co^rislng 3,341,100 fans operators and fSMlly ««aibers, and 1,174,500 
4/ 

hired workers. 



2/ U.S. Dept. of CoaMercs;^ tmtm l^pulitlon. Census 8eries.-EU f -27, Ito* 42, 
August 16, 1971. ^ 

3J P» 1» "nd Table 1. * 

*^ 1971 olericulture,' ratti^bor; lielease U 1 (10-71) i October 12, 
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' In the last half ot the 1960* ■ th? decline In f«nlly labor wag aoneuha^ 

more rapid than the decline In hired labor* . Those Ijpavlnt agricultural enptoy* 

.* ■ • ' . ■ 

ment In recent years are more likely to h»*id^bers^ o£ the farm operator family 



thm hired workeri. Although trends are recent ^d the ictata subject to much 
error, It Is at least' possible that we may be witnessing a relative stkblll-^ 
2atl6n of ^ the hired fa\i labor force or at least a marked flowing up in its 
rate of decline, while family farm labor seema likely* to continue to decline. 

There have been similar sharp reductiona in the number farms, Ther^ 

e ' ' . ■ ■ ■ " - * ' ■ ' • -5/'> 

were an estimated 2,876,000 f^s .ln 1971, cpmps^red to 3,962,000 Itt I960.- 

Owing to changes in the definition of a farm it la difficult to 'Mc« comparl- 

aone with earlier years ^ but the number has been more than cut in half ainof 

World Wir II. . v 

In the decade of the 1960* s the average size of farm roae from 297 acrea* 

in 1960 to-3ft9 acres In 1971. Total land in farms has declined slowly, from 

approximately 1,200 million acres In 1950 to 1,118 million acres In 1971 » 



5/ U«S» Ijept. of Agriculture; estimates aa of January 1, 1971. 



In tfils ■tructuri of limi* mnd farm p«dpl«» th« fMlly-typ« fam «till 

pradoalMtcit In ttxium of nUmbera of faroiif, ■crei» and people snployiid* But 

itm future etetue ie In doubt* 

• * 

For the iild-1960'e, Profeeeor T. lynn Smith hae evtime ted that Iti 1964 
farm operator houaehollda vlt^ groea aalea of $10,000 to |39,999 (Econowlc 
Claaaea II and Itl, la the Cenaua definition) eccounted for 21.4 per cent of 
the agricultural population. Theae he calla the uppeit mlddla cfaaa. of fern 
operator houaeholde* Thoae pereona In farm houe<i^hold»> irlth s'oae eelea of 
$2,500 to $9,999 <Econo«lc Cleeeee IV end V) Included enother 24.6 per cent 
of the e^iculturel populetlon; Xheae, ere deeignated the ''«lddle middle cleea" 
of ferm operetor houeeholde. 

Another^21*4 pet cent of the eyrlculturel populetlon vae in ferm houee-« 
holda with aa lee uiider $2,500* Theee Include the part-time, retlranant^ end 
*'otber^' typee of email eonmerclal fan^e,. arid conprlee e lower middle eteee. 
Hired lebor eccouAted for 22[*4 per cent of the totel egrlcqlturel populetlon, 
end ie deeignated ea the lower eocioeconomiti cleee in U.S- egrlculture*^; 

The reeulting egriculturel epcloeconomic e true tare. Prof eeeot ^mltHpbinte , 

out, la no longer repreeented by a pyremid with e br^d lowerrcleaa ^ae and a 

narrow upper'-cleea- peek. . It ie beginning to reeemble a cube, atliidlng <)ti one 

of ite pointe. Out-migre\ibn ftom egriculture hee cut eeverely into th« amell» 

ferm cleeeee; ehare proppere have virtue lly difeppeered in major parti i^f the 

$outh; andAibig reductioi^e have teken piece in the hired fa tm labbr forc£> 

6/ T. Lynn^mith, ^*A atudy of the Va'riatione in the Cleee Structuz'e of 
' Ferm. Society in the United S^ateg^c^ording to Type of Farming,'^ paper preeen ted 
at the 1971 ennuel meeting of 'thi^Ktihrcl Sociologicel Society, DenVar, c;<ylbredo, 
Auguet 26-31, 197U • , . / ' : • 
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It irould M«ni thit tbi rciultlng agficulturil ■tnicture !■ nort "ni^lc^ 
-ciaaa" ind family fani foctiaed than evar bafpre. 

Tha do^bt that aiirrounda thla conclualon arlaaa fron many aourcaa/ but 
particularly trom tha 



racant rapid gr(Wt;li in large and vary larga fariM, many 
of which ara Incorporjitad and raaasbla Indua trial planta mora than tha tradi- 
tional fariB. 

0a ta front tti« 19$9 Cenaua of Agriculture are not yet available, but aoiiie 
Maaura of the trend i:an be derivad from data for the firat half of tha 196^*8. 
Parma with gtoaa aaleii Of ovar $100,000 do'llara accountad for 16.3 par cant of 
toUl farm aalaa in 1^59 and 2^.3 par cent in 1964. Tha biggeat' incraaaea vera 
In farms with gcoaa ailaa ovar $500,000.^ 

Thaaa data, couplad wflh the highly viaibla appaarance of « ralitively 

amall number Of larga ^corporate farma after the early 1950'a, have lad to aerioue 

queationing of ^tha future atructure of American agrioulture. Much of : tha public 

ettention hee ceoterecl on the corporete' farm, but it ia important to note that 

. - ■ ■ j ■ , 

many of the large farma are not incorporated. 

No national data exlat to indicate the trend in cor pore te ferm growth. 

Hie firat national attjempt to meaaure corpprete farma «e a cleee w«a In 1968* 

In that year the tT.S* Department of Agriculture eetimated that there were 13,300 

fermlng corporetione^ compriaing 1 per cant of ell conmerciel ferme, operetlng 

7 per cent of ell ferm lend, end ecoounting for 8 per cent of groee ealee of 

ferm producte*?^ 



7/ RadoJe'Kikolitch, Our 31.000 LarneMt Farma . U*S. Dept. of Agriculture, 
EliS, Agriculturel Econpmiqe Report No. 175, March 1970, Table 1.' 

8/ U*S. Dept. of Agriculture, Corporetione with Fermlng Operetione . CKS, 
Agricultural Economica Report No. 209, June 1971* 
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Thar* arc irlda varlatlona antpng atataa^and raglona. Florida and 
California^ bad c^a*jtl£th of tha total nuMbar of corpdrata farna. Thay 
accouiitad for 31 par cant of tba land In farMa In Florida . 28 par cant In 
iSftab, 22 par etnt InMavada, and 19 par cant In California, tn ganaral, th«y 
iftra moat proailnant In tha ranching and Irrlgatad faming araaa of tba Mountain 
Stataa, In tha Maaaachuaatta-llhoda .Xaland-Gonnactlcut araa, In tha Hlaalaalppl 
Dalta Stataa. and In tba apac laity cr6p fftataa of Florida and California, Thay - 
wara laaat coon on In tha Laka Stataa and tha Corn Bait, tha tradlti-onal .haart 
oi tha Middla Waat, ^ 

Thara ara raaaona td doubt tha accuracy o£ thaaa 196S data on corpora ta ^ 
fama^ niay ara alaoat cartalnly undaraatlaatad, but thla la difficult to varlfy, 
Saparata and mora axhauativa atudlaa In two atataa, Wlaconaln and Mlnnaaota, 
.Indlcata an undaraatiaatlon of tba nuabar of corporata fama of aoaia tan par 
cant In Wlaconaln and ovar fifty par cant in Hlnnaaota. Tha ranga of arror . 
among atataa, and aiion| countlaa within atataa, la apparently vary high. Thla 
la undaratandabla, in vlaw of tba fact that baalc data for tha USOA-aatiiMitaa 
wara auppllad by dounty offlcaa of tha Agticultural*Stablllsacion and Conaarvatlpn 
Sarvica* Opportunitlaa for miaintarpratation of Inatructlona in tba conduct of 
tha iunray, and for dlffarancea' in daflnitlon of what^x:onatltutad a "corporata 
farm*' wara, in affact, maxlMlsad. 

In an af fort to rawady thla daflciancy in rallabla data on tha number and 
' algnlf Icanca of corporate farma, the Mlnneiota legialature in 1971 enacted 
legiaiation (Chapter 201, Saailon Lawa of 1971) requiring an annuel report 
from ell corporetione owning or leeelng egriculturel lend in the etete^ The 
land la to be apeclfled by eectlbn, townehip, ind county, end nemee end eddreeeee 
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ot tfM •xccutiTtt of£lc«ra iitd bo«rda of dlYictort arc to b« ihown. Thla will 

■t Icaat provide cuttcat data on tranda In corporata farm actlvl'ty/ and a baaa 

- itor additional atudy and raaaarch* 

Partial v«rl£lcatioa of undaraatlMtlon la tha 1908 USDA aurvay la provldad 

by data from tha 1969 Caoaua o£ AgrlculturSf curtantly available for 14 atataa 

la tha Lafca Stataa, Com Bait, and Northern Flalna^ plua Mav York, Haw Jar a ay 

afxd Pannaylvanla. 

A tlM lag la Involvad, alnca tha U8DA dati ware for 1968 (actually, froii 
ASCS racorda of 1967-68) whila the Lnaua data ara for tha and of 1969. Still 
It aaaiM algnlflcant that In 9 of tiia 14 atiita* Canaua data for 1969 raport aora 
than twlca aa Mny corporata fartwi aa vara raportad fot 19S'8 by tha GSDA. 

Tha dlffarancaa In araa of land In corporata firM ara laaa axtraaa. For 
tha 14 atataa aa a whola, tha- Canaua raporta 24 par cant nor* land In 
corporata farwa In 1969 than waa aatlnatad by tha VSDA for 1968.^ 

Thaaa data ara Incohclaalva and unaatlafactoty. Thay do conflrw tha axla*^ 
'tanca of a algnlflcant nu«b«r of corporate fanut accounting for at laait 16 
par cent of tha land In fa ma In tha Hountaln Stataa, 12 par cant. In tha faclflc 
Coaat Stataa and In tha Boaton-Hair York araa ^ and 31 par cant In Florida. 

Thla axplalna th« public Intaraae In quaatloda of atructural change In 
AMrlcan egrlcuiture. Whether or not cbangce ehould be e iiatter of concern 

le e (tueetlon thet cen only be enawerad In the context of an analyala of conae- 
quencee that extend well beyond the fern eector« The reMlnder of thle peper 
Will explori/'eoae of the key leeuee* 

9/ U.S. Dept. of CoMMrce, Buteeu of the Centui, 1969 Ceneue of Agriculture 
auMarlee, April 1971 and eubaequent. 
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TtM inalyaia of tba iMpact o£ thata Mtaalva atnictural chan$aa willr ba 
elaarar 1£ va raviav tha principal ¥$ym in which individuala in Attar idi hava 
traditionally aharad in tha national wall-baing* Thia aharing takaa/two foraa* 
In aconoMie tuxwm it ia a eowpoaita of ppportuditiaa to ahara in; / 

a) inoona f lova * . / 

b) .waalth ttocki y 

lha racaat awphaaia on productivity faina aa a baaia tof incraaaing elaina 
on tha incoiiM^ f lov haa divartalattantion fro« ahifta in nat irarth, and ahifta. 



In participation in capital a*li^i* diyaraion ia of najot aignificanca for 

all propria tary huainaaaaa Snd aapaelally for agticultn^a* 

Oimar*oparating farttara, pMll proprlataty buainaaffMn^ and a«Mill Manu- 
facturing firaa and indutftrian all haira aatunad an ojpportunlty .to ahara in both 
tha itrcoaw atraa« and in incraaaaa in nat worth or in capital gaina» Tha Fifth ~ 
AMndiMmt to tha U*l^^'CoMititaCion, guarantaaing that no paraon aha 11 ba dapriirad 
of lifa» iibarty or proparty without dtia procaka of lav* haa baan givan an iMplicit 
intarpratatioa in tha. popular Mind that axtanda it to tha goarantaa of an oppor- 
tunity to abara in^tha national capital giin* Throughout tha hiatory of tha 
Unitad Stataa thaaa opportuai||iaa hava baan widaly diffuaad, though not a^ually 
aharad « Tha riaa of giant coifporationa aftar 1S90, tha ravolution in ra tailing 
that caMa with chain atd^aa ijj tha 1930^1^ and Mora racantly tha daclina in' 
nuMbar of farMB and growth in jcorporata faming hava coMbinad to raduca draati- 
cally tha nUMbar of antarpriaJa that abata in tha ownarahip of tha nation 'a waalth* 

Tha eoncint ration of popJlationa in fawar and largar cantari has raducad ^ 
tijim nuMbar of cantara in whicH co«MUnity**inducad incraaaaa in waalth ara baing 
axpariancad* Thia haa had thd para Hal affact of inctaaaing tha intanaity of 
thaaa waalth -Inctaaaing inlluakcaa raiulting frOM Inctaaaing population danaity* 
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Por ttM Mjorlty of AMrlcAnt tod«y» th« principal my In iihlcH ttMy can 
|«rtlclHta In capital galna la through oimarahlp of thalr raaldancaa. TtM 
dacllna In th« proportion who can^partlclpata through owiarahlp of thalr fama 
or placaa of bualnaaa ind awployiMiit la parhapa tha aln|la aoat laportant 
atructural cha^'a In tU Avar lean acottowy in tha iWantlath Cantury. 

In thaory, It la poaalbla to lncra§aa opportonltlaa to ahara In waalth, 
through atock ownarahlp in kialnaaa flraa, participation In paiialon funda that 
Invaat In a^iultlaa and proirlda for varlabla-payiMnt aonultiaay participation 
In mutual' Ufa Inauranca prograiw, and In ralatad vaya. Othar*«athoda could 
Includa participation In ra^lra«ant prograwa In which rantal rataa raflact 
conatnictlon coata at tha tliaa whan tha Individual aarnad tha Mjorlty of hla 
lnco«a> and not at tha tlna whan ha ratlraa. In facty mny paopla do not hava 
thaaa opportunltlaa. thla la aapaclally trua of tboaa who rant thalr raaldancaat 
thoaa who hava lialtad panalon rlghta, or panalbn rlgfita <>thar than Social 
Itocurlty; thoaa who hava Uttla or no Ufa inauranca; and thoaa who hava no 
aharaa, bf atock in bualnaav firwa. In an Induatrlal aoclaty, thaaa ajta tha 
■odarn' "dlapoaaaaaad*** 

lha typical individual who ha a nbna of thaaa opportunltlaa to ahara In 

If " 

Incraaaaa in waalth la tha Migrant or tranalant lal^rar« Mot only la hia 
ahara In tha iinco«a atraan low, hut ha haa fair If any opportunltlaa to ahara 
In Ineraaaaa In tha national waalthw 4i> 

futm owiiara» Ilka Many othat amall hutlnaaaMafl> hava traditionally aharad 
In incraaaaa in tha national waalth through thitit ownarahlp of raal aatata* 
Ikla haa provida4 a Major Incantlva for long-tar«i invaatManta* In an Induatry. ^ 
aubjactad to hlg^ tavala of aconoaic, biologic and cllMatic uncartalnty* jtt** 
baa glvan a naa^d aiotfa of atablllty^ and haa provldad an axpandlng cradit 
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Wi« that bia Imm a Mja» alaMnt lit tha ability t0 f iMnca tacbna logical 
chaiiaa* , . 

A aarioiia profilaH wmy arisa ia coanaetiott vith tha diatributiea of 
Wnafita froai ax|MKta4 incraagaa in land ^luaa« Draak^tic chaagaa la land 
valuaa ara uaually aaftaciatad with aconoMie 4avalof«a*t« Thaaa raault trm 
inrfuatrialixatioay traaa^tatioa ayataa if roviwiwta» agricultural praihictivity 
ittcraaaaa» ami grawiag coai^titioa far land for raaidaatial, iaAiatriali 
cowMrcialy and tacraation^l furpoaaai Thaaa incraaaaa i* land valua can Imi 
a aourctf a£ graat hanaf it or graat ham* If land imIim incraaaaa haaiafit a 
ralativaly awall nuMbar af aimara, tha fattam af iiicaMi tmi vaalth tfiattihutiaa 
Wce«aa Much iforaa. Folitical ravalutiona mU acoaaaiie diatottiofta ara of tan 
asaociatad with coftcantrationa of mlth of thia tnM# 

On tha ca«trary» land! valua incraaaaa can ^etaata rapid daiialop«Mat if 
tha hanafita of gradual incraaaaa in land valuaa ara widaapraad throughout th« 
acoao«iy» and raeaivad hy a larga numbar of raUtivalr aaaill-acala ownara of 
urban and rural laada. Xntici^tion of thaaa incraaaaa can axateiaa a fowarfully 
atiaulating forca in praaMiting raipid aconoMic ^owth and davalofakant. Tha 
lafortanca of thia tyf% af incantiva for caraful and intanalva davalafvMnt af 
rural and urban landa i« incraaaad hf tha fact ^at a Mjor f*Tt af capital gaiaa 
dua ta land valua incraaaaa ia not a *'raal coat** to tha acononty, but'ia a *^tranafar 
fMiyiMnt.** tha land avnat who anticipataa a part of hia raward through gradual 
incraaaaa in tha valua of hia land ia baing ^aU** iti a iMnoar that daai not 
involva tha uaa of acarca ragourcaa. Ha Hdy ba Mativatad to work hayd and 
carafully in tha davalapnant of hia land» and ba aatiaflad ta tacaiva a part 
af hia raiMrd thtough capital gain. 
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Zft ctiitrail% if t)M Urmt c$m9t WMfit thrcmgli gr«4tt«l iii€r««M« In 
tlM yl^ Hit ttm4t U it 4miU4 mmi of th« w>tt fmf^ttul ltic«iitiv«« ftr » 
iMYrf AM cartful iNWk* T« rtfilact tliit<ittetiitlv«, Im idll 4«Min<l • hi^t ' 
lticMM» • Htt af «lilck In will tfaiMI mi tlM*]p«rchaM af g*a4a that ^a^^Tt^uira 
acarca raaaar^aa af ataal» aofi^tv aliMiwMg alactrlclty, Htralau«y>r 
akilladi lalMtr. t^—tct ta i^railiica tbaaa too4a ara afta« acarca •mi mcp^miy* 
Ihia U aaj^cially tli« caaa wfca* tha agritnltiiral atnietara Uvalvaa ylaiitatiaM 
or largo faraa worko^l by vaga lalior. Aa a raault, a ayatait af raiforia in 
agricHltora thft rollaa axaluaivaly pn jnonay loco«a or iMga MPMnta raittlraa 
a largor aon^ly af yro^ucar aiti coaauMtr goo4a that uaa acarca raw aatariala 
tha«i ia nacaitary if a ptktt of tha iacantiva fat tho- farnar can U offoro4 
through 0 gr«4uol« incroaaa in hia waalth* ro^roaonto^ yrivarily Iby hla lan4. 

In a narrow aonoo» na wan can auhtiat on capital galna. But ho tan 4ariya 
froM tho oxpoctation of thaaa gaina a j^oworful Incantiva for fro4uctivo offort 
that will yroviio hln a aofcaiatanca« It ia thia incantiva atntctura that ia 
halnf altara4 in Aaorican agrlcultura/ aa it haa alraarfy baao altara«l in non-» 
ogricultural aao toro ovor oany 4oc«4oa* 

4 

It «ay U ^airahla to contlnoa with tho altaration/ If wo io, it will ho 
woll to conaiiar «o«o of tho choroctariatica of tho larga-acala coryorata firw 
im agricultora that «ay haly oxpl^n Ita oxiat;aM€a» §n4 juatlfy ita continuo^ 
growth* 

tho Moot c.awoonly hoarl arguMont for tho larga firai» whathar car^rata 
or not, ia that only in^thia way can tha nation honafit fra« aconoMioo of^aiaa. 
iMpliclt in thia arg«MMnt ia tho Oaaooftion that thara aro oconoMioa of aiia 
ta ho ho4* Givaii' o hiatory of oaMll foadly^alaa farwa an4 ray i< tachnological 
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cHangt, it ttiMl«ratmii«bla that • ftt oi tb« nitlonil folklora fhauU u 

* y . . 

iHclurft thit faith in fcitiMif. 

t Virtually all currant itu^iaa of aconcwiaa of aiia in agricultura hava 

ytalM tHa aaiM conclttaion;* Xii all Wt a fair tyjiaa of fanning, ana aM ,two« 
Mft far«a, ftctf%Xy arganiia^ aarf Mtagarf, can obtain alnaat all of tha HiM 
to 1m inBi f ro« aii« af ayaration, aa Maaaura^l hy caat far unit af output* 

Hi44«n afi4 ]Nrtai4iai»ar, in • V«¥ittf of awfiirical tm4 aynthaaiia4 4ata 
on acoooMiaa of aisa» ctiiclu4a that on* of tha noat iiiiportant factara ia tha coat 
of coorJination, ar that fart of MaAagatMint that goaa hayonrf vara aufav^'iM*^^ 
Ihia ia ooa o^iha coata that can «oat aaaily aacapa cocitral in agtiealtural 

^ ,ifir«a, iua to JLiLi^6m|iraa4 natura of tha production pracaaa* 

• Vhara coat of pro^ction data «xiat for a vida ranga in farn aiiaa, thay 
taad to ahaw a aharp dacraaaa in unit coata aa a«all aisad, 0M*«an fanna 
ara axpandad and orgaaiiad «ora af f iciantly* In ttoat f^ald crop praduction, 
tha furthar axpanaiOA of ^tha far* to t^, S**, A^r 5« num aiia may achiava an 
incraaaa in total nat profit, kit no appro ciahla raduetion ia unit caata. 
Aboya a two-nan Siaay fan axpanaion can of tan ha Juftifiad hy iaeraaaad prafita^ 
hut aaldoM hy iaeraaaad afficiancy in raaourca ua«« 

lha axpanaian in fam aiaa that la taking placa of tan haa athar axplanationa* 
Tha larga firm can axareiaa Mirkat powat, both in purchaaing inputa and in 
■arkating output* Ihia la aapaciaXly tha caao vitti intagrattfd unita in vhich 

iS/ J* Patrick H»ddan and Karl Ji mrtaahaiwat, '*Kvidancaa af Kconowiaa 
and Diaaconoaiiiaa af ftm 9iia,» ^ fttuctifra gjul Futurt si ZUDMU. 
A* Gordon Ball and Karl J. Maady, Kda«, Aawa, Zona Itata. tMivaraity Praaa 
(la praaa)* 
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/ ^ 
■ i^ro^u^liif flni onm» • i^rocaaainc or Mrk«tins outUt, or vico Virta. 

\Xrauc« Mid tyU ipo^nt oat thtts 
' **Ih« iiliilitjr to d«liv«r m imifotw {product on m ymx'ttxomi bcait ' 
lAcrMMt th« •upylior'i itiility to influ«nco ipricc and My 
•vantiuillx ffttwit.aAiMMl itolivtry contracta with formula ipricitit* • . 
Vary larga farn unita, b«caua«'pf aMouata purchia«d> obtain yoIimm 
dlacounta by purckaalng agint tachnii|u«a* Th«x ti«gotiati dir«ctly 
with tha MHiufacturara, jokbara,'* or diatributora*, « • fhia Mthod 
of ^rchaaint ofCan involvaa blda hy aufpliara that can aubat*ntially > 
raduco or aliHinato diatributor.and daalar Mrgina***^ 
A rolatad charactoriatic o/ tha larga^ intagratad Htm ia notaworthy. Z£ 
ona of tha unita in tb« intagratad chain can anjay favorad tix traatMant, it ia 
rawarding to ofarata all otliar unita in tha chain on a tfaro-iprofit baaia, and 
^ah tha toabinad ^ofita fro« tha Intagratad antar|pri«a into tha favorad aagaiant. 
lavaral axam^laa will illuatrata thla ipotantial. Conaidar an intagratad fim 
involving a cattta ranch, a cow hard, a fJ^tot eowfltx, and a *laughtaring 
j^lant. It will pay to o^rata tha alaughtaring ylant aa a producara cooparativa^ 
with only anough profit to provida aoM ineantiva bonuaaa for ManaganNint, and 
do tha aatM with tha fa«dlota. All proflta can ba puahad down th# intagration 
chain, to tha branding hard, and ultimataly to tha ranch land (through haavy 
invaatMant in land inproving practicaa* watar aupply, irrigation, and othar 
raal aatata inprovaMnta) • 11>«a«"<ian banafit fro« taxation at capital galiia tax rataa* 

Jjy XanMth X* Xrauaa and X^oiuird E. lyia, ^owwie ractora Undar lying 
tha Ineidanca of Carga yaming Unita s tha Ourrant lituation and rrobabla 
, Tranda.* * A»ariciti Jbifa\ of AArtcuttural tcottowtcii Vol* 52, Mo. 5, Dac« 1170, 
p/ 753. 




Hilt thrift iu B^Tf i%cuM thm <|MttiMi of inttmtl rticinf j^lieiti in » 
liit«srae*dl finw^ Am Imt^ ini^fnitkt tMrlMtt txitt for fviut vUtmM ^ 
fUtpm—T^h^ fiHKllot liit • M^iMK ^Ut for itt ^rcktM* fran thm rancli, 
mU tiM alMfiiiUrUK flMt for iti iHireWoo fro« tli« f««lloti. BMt «h«t 
M y y m i to tko yroooot'of ^rico forMtio« if tlioro oro o«iy ■ foir Ur|o 
ilitOKratodI flTMiT 

llili li oaMMitiiUy tSto 4ilo«Mi tktt fic«i tko ioviot UMioa, niiich eon 
Im roioiNM • «««f«oito 9f larfo,* Ut«gtiU4 f Itmi irldi tlio ^liticol r«^for 
to affoet prito fiollkr. rrico loooo ito s«U^iik h*^' 4iro«tios rroA*ctioii» 
•M ohifto in coMMMr tootoo ^ofortneoo or in rooowreo ocorcitioo «r« 
iiii|Mi'^*«tlr toforto4 to iproAictioii wmntp^vw* 

ArrroKiMitolr tbio iitiMtio* ^oiwilo to^y in tofMto fro^ctioo in tho 
thiitoi itotoo. florid ^iNkcoro, with tbo MrlMt oM foUticol ^owor to control 
• l^t^orol Mirkot otf4or ogroowmt^ Imvo Mro4 grorfot olto tmi ^tmlity opnicif Icotiooo 
to oxclik^o iM^to4 Mixicoa towotooo dhiring tho %4iitor aoaton* ' >Ctxicon win tor 
toMtooo oro yiiM*ri^o4« rloriio wlntir teiMtooo oro fitM grooiit trooU^ 
choaieolly to givo tliOM o to4 color. Tko AMoricon conouMir i« coMo^utntly 
ooting on oxfMnaivo, rtd» but tootoUto to«oto in tho winUr ti«o whon ho couK 
hovo » choo|»or on4 vino*riH<M4 yro^uct. Thlo io on ojcowj^lo of ocono«ioo of 
lorgo-ocolo rro^ctie«» Wt hardly in tho aonao inton^od in »t«t ocenoMie 
diocuaaiona. Tbo Mortcoting ordor ia currontly hoing cbalUngod in tho Todoral 
Courta.^ 

12/ HilliOM M. Blair, ^lorida^roim toMitooa vo» Mtxieo*i,** tho Mtv 
York TUMit . 0«t. 1, 1»71, f. 24. . - 



619 



15 

A rilatti $ p timfU 'lAVolv«a iNt«|ra£ai tim^v pr«4uct fitM* CMiai^r 
a larfa iM«ifMi|Mr or ruUiahiiit fitM that mmg a ^pafar-willf a ]^lf-»ill, 
a ti»b«r«harv«ating fim aii4 a tia^r >lamtatiatt. It la raiiaHiiig tt tyarata 
tha f^ft liiUi Um i^lp alll* »mi tha ti»bar»1iarvaatint unita aa praAicar 
cooparatlvaa,. l«a. raWtliit all iproflta ta tiia tmit **o«iiUg^ tha tinliat 
ylantatlan* Ihia can ha dotm thriw'gh jwliciiwa Utantal priciagt Tha prafita 
of, tha tlMhar plantation ara t$m4 at favarahla capital gaiaa tax ratat. tha 
lagialatian pattiitting thia waa anactad originally tp ancaaraga pcivata fara'atry» 
hut ndt iflth thia 4agra« of intakration U «iiH4. 

It ia difficult to aacura r«liahli 4ata ti tfoctinant tha Magnlttt4a of tha 
fri«a rfia^ovtiona fjfn4 raaultiag tinintan4«^ incoM tranafara via tha tax ayataw. 
FragiHMitary avitfanca ia provi4a4 hy Jiro«a Ktatchnar, A^iniatratar af tha Maw 
York City Xnvirompantal Protactien AIniniatratlon irha rafatra^ taeanely ta an 
URi4antifia4 Maw York naiMpapar that ht4 tai|ttaata4 him ta ^rop hia ra^uait that 
ta^ycM papir ba uaa4« hacauaa **thara wara eapital-gaina an4 huainaa)i-4a4ttetlan » 
tax a^lvantagaa in tha uaa of virgin navapr int. 

Thaaa axanplaa un4avlina ona af tha way* ii^vhich puhlic policy haa affcan, 
ati4,unintantionally eraata4 acanonio rfiaa^vantagaa far aaall huiinaaa fiCMi* It 
ia virtually inpoaalhla^ for axaMpla, to axtanA any ai4 ta agriaultuta hy 
prafarantial tax ttaatttant. Oir incona tax ia gra^ata^ ani pragraaaiva. Aay 
attanpt to halp tha farvar via incovM ta^ poliey faun^ara on tha fact that ha 
aaUon haa anough incaaMi far tax cancaaaiana ta h* a ignif ieant in hia pra4uctlan « 
planning* lhaaa caiicaaaiona haaoM aignifiaant aaly aa taxahla incana incraaiaa* 

12/ Ntar Kihaat **XA««atty AaaaiM Om miutian,^ Iha Nts, York Ttitaa . 
JMly M71, p, 54. 
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, Big iivm hMf eftM atiia t« UIm «4v*iiUit if co«^«MiMry ttx ^ 
liollclta liit«ii4«4 f Mf mmlUT tixm* In agrlcultura, txMifUa pr«yi4a4 . 
Iiy tax lava H^^ttlH ctata af aail caMarvlag praeticaa t* Wi 4«iluet*' aa 
eurt#ttt ,|nc|»«flia«« tv f%v etiit graav iii€«na fre« firmingi avtii thangh 
raal aatata <jf wannU •f thia tff« iraaU nomally tit tra«ta4 in a 4apraciatiMi 
accoMiity or a^M ta tba^cMt af tiKi HmA ta'^ataniiiM ita Wiaa valua. Vktk4 
elaaring axfiaiiatta ca«M W traata4 aa ctirrant axfaMMa iijp f 25 ipar cant af tamilila 
UcaMi. Tt aithar af tlMMi« pravialMia ta l»a attractiva it iMa naeaaaary ta 
bava aignifieant ineoM* larga fanw vara tKa ftincifl bana ficiariaa* 

Changair in M«r«l Incawa tax lagialatian in IW tawaval a H't af thia 

a4vantaga« IHaici i» nmlf yrtvlaian far a racaj^tara af ttta Wnafita in full if tlia 

■' • • -' • . 

lan^ ii aoM within fiva ya«ra aft«r acipiiaitiant mU a«,a iaclining acaU up 

to tan yaara* Thara la Im racipittita an Mlaa a£t;ar tan yaarf^ Huch of tha laMI 

elaaring opamtlona Vy Urg* fitMa in th« Hiaalaaippi Dtlta f tatai in tha ft 

Uto 4mf4mM iMm taforta^ly atinulata^ Vy th«ia tax praviaian«« 

Anothar axawpla la praviM hy tb« namiaaian far firMra ta oHrata an a 

^ca«h Inataa^ af an aecruat a^caunting hntia* Thin iMt a canvanianea hut nat an 

aconcMic tf^vantaga ta anall famara* tt iraa i distinct adt^ntiga ta larga tMrm 

Ittvaatara and n«n-afaratlng oimara vha eonU afford tha iiuality of tax canaulting 

aarvica rafulrad ta Mka fftll uia of itt^ 

An a^ Mora unlikaly convaraian af ha« haan thaught t a ha an advantaga 

lor aatfU agrituUural fima into an advanUga far larga fitMi la tha cantinuad 

axanftian af iMck of a^enltnra fra« tha full apf litatian af lahar lagiila.tian* 

Aa with intana tax eancanniont thia anaaiptlott hanafita prlnarlly tha Igrga firw. 

If farvara ara tmly Intarattad In providing i fait canfititiva cliMita in ifhii:h 
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•cottoiiic •fflciracy tnd productivity iKll dttt«niiti« th« mix oC ftni tliat in 

• ' • : ■ 

«$ricultur«, thmf will support. • prop«!Aipi|h«t«d •xtMtlon of alt lm\tot ^ 
lagltlatioit to agtlculturp. If l*t%% or cotpor«t« f«rM truly co«p«tltlv« 
«nd •fficUnt «• should tftt thl« und«r the rul«A« th«t govfttn othtr timlltr 
busiiiMS •nt«rprls«t. fWtm. organlsaj^lon 'opi»osltlon to th« «ct«n«loii of labor 
UglsUtlon tp sgrlcultura is on« oif th« «ott thott-iightad pollclM inaglnabU* 

A HRich nctd«d . l«ssoti in tht pernicious effects of atteiq»tt to give con-^ 
ceesione to fexMre by tex policy it provided by the experience of Harylend 

• y . 

end other etetee thet pellet preferei^^iel tex eeeeeipent of fern leiid neer 
cities, Ihe evidence is incrii«^[^Mly cleer thet non-fern lend owners ere . 
the nejor beneficierles* Ihe greeter^^ weeltiiSi^jl thi| owner, the greetcl^ 
the benefit, and on e progressively inc^eenl^ scetew 
^ These ere exenplM of the kinds 6f*. policy <iuestionr thet ere reised by 
the stiucturel chenges now taking piece in Aaerican agriculture, the most 
insistent of the policy chengea thet see* nfaded ere those that support our 
existing sji^t em of government^ price support end- peyments to egriculturel 
producers* removing uncetteinty in production plenning, price atebilize*- 
tion encoureges an increase in size of fimi* With e given cepitel bsse, ^ 
the producer cen efford to take greeter risks with new technology, and operate 
od^e smaller ecjuity-to-debt retio, if prices are stabilised* This the govem« 

ment price support programs have echieved, etid this elpne would lead to hig* 

,'•'*■■' . ' " - ' ', - 

ger eiKl fewer ferms* 

But this is not ell the ferm programs have done* ^ tyitig progrem 



benefits to ecres and product quantitlis (bgshels, pounds, tons) a powerful 
incentive has been creeted for the esteblishment of" big and very big ferms. 



. ^ making benefits depend on the product rethf r than the person, government 

• ' ■ ■ ■ ■ ^ - ., 

programs have encoureged pathologic specialisation, and have irt effect nul* 

lified the progressive income tex to an important degree. 
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ITa jrttuxn at thii point to our opaning rffUctiohi on th« iaportincs 
' of •<fial opportu^itUt to iliara in tha national vtaltH, ai v«ll as iDL 
•■ployMttt and incoM* Wa hcva tnharittd tha ethic and tha inititujti^riuil 
atructura of an aconoaic dMwcracy vhich hat raitad on a widaipraad dif* 
fusion of both aconoKic and political potfsr. Hsvards in this aconoay haya 
cops thtough sharing in tha incoaa straaa,, and through tha right to shara 
in axpactations of ittcraasa in tha wealds took. ' 

Wa ata told racsntly that rights to shara in tha national vall-bsing 
in tha futura will dspand on contributions to productivity incraasas. this 
has a hollow ring In faivsr aars. Ma najor sactor in tha Aaerican aconony 
has contributad aora to productivity tncraasas in tha past quartar cantuty 
than agrlculturai,, iknd ainost no sactor has sharad lass in rawards through 
tha incoM flow. <v 

If corporation and vary larga«*scala fans taka ovar in ilnaricari agri- 
cultura it will inot ba dua to raasons of superior aff iciancy in production* 
I lhasa raasons ara quastionabla at bast, and of siiior iapdrtanca If valid, 

Iha coMpalling raasons will ,ba ralatad to a redistribution of . rights 
in the ^rican econoay thet iMkes it nacessaty to.conutnd political ixiwer 
on e scele thet cen paralyse econoaic activity! in order to exact higher 
rewerds through the inccaa atreaai. It will be fern people who bring ebout 
corporetion fenaing in AMrica, if it does eventually doainata the rural 
scene. And they will do so because they have concluded that only in this, 
w^ can they Mobilise poUticel power to control price end secure a share 
in higher incoBMs, But it is alaost surely true that, if this occurs, the 
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public good will mifftr. When labor and Mmageaant collude In prica and 
waxkat doMlnancay «• actilava privata gaini and public lottat. 

Ihlt !• tha kay Ittua Involvad; tha raitructurlng of political powar 
aa it ia af f actad by rlghta of ovneribip. Thara if ttill tiaa to inf luanca 
tba diraction of that irattxucturing /Is' agricultural but tha tlM ia faat : 
• tunning out. * 
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COMMONWCAUTH OP Pennsylvania 
DcFARtMtNT or Community Affairs 
Hahrissuro 

, i7iao 

tHC SCCRCTAIIY 



J>Sceaber 8, 1971 



The Honorable Adiai E. Stevenson XII 
United States Senate 
107 Old Ser»ite Off ice Building . 
Washington, D. C. 20510 * 

Dear Senator Stevenson t 

Ihe attaqhed report may be of sons value to yot^ in connection 
with your subcoanittee's hearings to determine who ovns the 
land and the effect of land-ownership use and distribution on 
foras and farsworkers in rural America. Please, also, do not 
overlook the landless poor of A»erica» 




'William H. Wilco^e 
Secretary 
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The Honorable Milton h Shtpp 

Governor, Commonwealth of Pef^niylvanU ■ * " 

State Capitol 

HaxTitburg, Penniytvania 17120 < 

Dear Governor sHaj|p; ^ ' 

I herewith wbmit "Final Summary Report, The Ptnniylvania Fanel on Rural Poverty." 

The report h ah analyiis of statement!, with their supporting documents, made by 
over 100 witneiaes representing a wide range of interests and backgrounds during three days 
of public hearings in rural Pemtsyhrania in June and July of 1971. Thus, the Report is not 
necessarily the viewpoints of the Panel or of the Department of Community Affairs: it is an 
analysis of the facts and opinions presented in over 1,000 pages of testimony to the Panel 
on Rural Poverty, chaired by Senator Stapleton( chairman of the Senate Committee on 
Agriculture. 

Secretary McHale of the State Department of Agriculture and 1 served as "permanent" 
members of the Panel with the following odlcials and citizens Ktving as "temporary" panel 
members in their geographic areas of interest: 

Indiana Borough, Indiana County 

Representative C. Doyle Steele 
Representative William Rodger Shane 

Waynesburg, Greene County 

Represeixtative Ben L. Parker 

Judge Glenn Ray Toothman, Jr. 

Judge Charles G. Sweet 

Ark) G. Swanson, Department of Agriculture 

Sunbury, Northumberland County 

. Representative Franklin L. Kury 
Mrs. Owen Anderson 
William McLaughlin 

llie Report contains many suggested changes and improvements in State policy which 
justify intensive consideration by a wide range of State Departments and agencies. 
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At the riiJc of ovcriooJdng tcvinl •qutUy important conduiiom let nit cHe iKit thrtt , 
which mm to lUnd out a ctUini for mfy ictjon: 

(1) Water and lewer faciUt>#i ntod to be improvtd in much of niral Ptnntylvania, 
pwtkniUrly in the iwUttd and poverty itikkin villain 

(2) Exirting public p«)tramf ut not »trvin$. in any MtniHcant way, the bouting nMdt 
of the jural poor. 

(3) Medical care ia frafmented, ipotty and inadequate. 

In ea<i of theie catetoriei, FWecai and SUte 
to confront the rural poverty needs of Nnneyhrania citiaeni. Similar pcobkma exiit in public 
tran«porUtion, education, and human mvicet pioframa. 

One final thought: At theee hewinfi I wm struck by the abeurdity of an urbenwal 
contest for piiWic concern and the puWic dottan. The rural poor and the urban poor suffer 
from similar indignities and neglect. They have much reason for a common cauK. 




William H. Wikox 
Secretary 
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1. THE roOBLEI^OF POVERTY 

Fovwty w«i (tohiwd by one witiMii. i pkniw, in thi foDowint tctmi: 

or tio mmm to mppon Qmt$V- A hw^m»m pmtfyfmyt km k mn, 

hm^ftwormf^mmtkmHhouik%r0(rmtkm,grm^ 
hmk m^dL Thiy k<^ miAk mt or 9 mnii mlimk^ 
mg^$ of thi commmtty, thty m the immm$d or umk$Mk To ttn 
, tofm mmt mi In tkty amtf nmy prohkm. 

Another wltnen went ftirther to dM»«ctwizf mtny of the poor m thoie who have not lemed. 
• or for phyijctl retioni mty not be abk. to perform "normal*' Ainctione or to wpport themieWei 
and their families; dependency is learned, and continue! u a way of life. A panelist stated; 

ItmuAM tkHH MKon thBm to M«r the p^oj^k out ofpomty ' 
thk mkm, mti I tfUnk wtV biitw r90rtkr priorUkt > i 

2. RURAL POVERTY . 

It was sUted several times at the hearinis that mow than half of the poverty in the U ts 
in the liiral areas* while less than 35 per cent of ihe population lives outside the metropolian 

/•^•^ ■ y 

A consultant to the Slate Department of A^Vuture traced some of the causes of rural 
poverty to "Decapitaliation" of young people by outmigratlon, a movement which represents 
a loss of mote than $100 billion eadi SEeneration and to an unfavorable balance of payments 
with urban areas, a net loss reported at $150 bUliojv represented by the purchase of aoods and 
services from urban arsas compared with rural income. 

Other auses cited, which more accurately may be part of a ause-effect cycle, are inadequate 
health services* inadequate educational facilities and quality and insufficient occupational 
, opportunities. .* v 

Another witness referred to a situation of "poverty in tha mklst of poverty"; "The 
environment fosters a process that traps whole fenerations." A county planner stated: 

nm^po¥mykm>tdomlmt$dhyMmp40itk,kMrtthirkkUm^ 
wUh noftfim poimkHoH, M ixctn of 7S ptr ctM. 

However, the economic situation for farmers also was deKribed as increasimly precarious, 
with the farm debt nationally at S60 mWlion, up « per cent from 1969 and tripled since 1960; 
and With farm prices at 67 per cent of "parity", their lowest level since 1933. 

A report published by the U, S, Department of Aipricuhure included a description of rural 
poverty in 15 states, including Ptonnsyhrania, whidt wu entered into the rewd of the Greene 
County heanng. Oiaracteristici described include relative isoUtion and lack of arteries of 
transporUtion and communication; long famUy hlstorin of poverty and dependence on ofTfarm 
moome or walfarc; primary dependence, not on agriculture but on such decUnlhi industries as 
mining; small, uneommic faiyns; low educational atUlnment; and outmigration of youth, and 
the disillusioned return of many il^equipped to compete in urban areas. 
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3. RUR>^iU^VERT^ IN PENNSYJLVANIA 
y*^Conditions 



At all thrw hcirings, t coniidenblc volume of itntiitiol diU wii introduced into the 
recoidi. rcliiing a)rimiray to popuUtion chirtctcriitici and economic conditjpni in the refioni . 
centered by th/hewinft. Alte introduced, or fwcn directly, were icvenl fcntthy lUtwienti 
cxprenini inalyicf of cohditioni, cauici and ponible tolutioni to rural poverty m Pennsylvania. 
Becauie of the volume of thit material, only brief aummarici and higWifhti are mcludod here. 
The data wai iubmittcd primarily by labor market analyitt, pUnning commiiaions. or airHaatJoni 
perform'ing planning functioni. 

Several Witneiica lUted that the rural areu of Penniyhrtnia, which have only 20 Rcr 
cent of the population, contain 50 per cent of the poverty. Another witntii rtported, (poMibly 
from the itme Community Servigci of PtftmyWania survey), that 13,9 per cent of Penniylvanlwi 
were living in poverty, but the percentage for Northumberiand Cbunty wai 22.6 per cent, w 
added that rural ftnniylvama conUinod 3p per cent of the State's poverty, but that only 10 
per cent of the poverty fundi had reached the rural areai. 

For Indiana Cbunty, a witncn sUted, the "magnitude of poverty" in 1966 exceeded 
that of 89 per cent of all U. S. counties; 4.309 families rece^ed incomes below recognized poverty ^ 
level,, and from 1947 to I960, toUl income from wagef. salaries ^"J^" 
coni^erably. Real personal income in that time incrcaiod onlyl6.2 per ^i^^^J^^^J^P^ 
a State average of 41 per cent. Between 1960 and 1970, 23,000 persons <niJr«ted from the 
county; for the States the total outmigrttion totaled about 400.000 persons, most of them from 
rural areas* 

In the ll-county Ufeor market area vrfikh, includes Indiana <^»nSf» j^^^" i"^?^!?? 
that a previous trend toward higher emptoyment levels are revcning. »nd that by July 1972. 
more than 23,000 persons will be unemptoyed. For Armstrong County, the uncmfipyment rate 
for February,, 1971, wu reported to be 10.2 per cent of the work force. , 

The Chairman qu^ed statistics which showed Greene County to be am^ ^S^^f^l' 
A population loss of 8.5 pc* cent from 1960 to 1970; per capita incpme about half the /tate 
avenge; 9.7 per cent unemptoymcnt, more than double the national average; a median or 8.6 
school years completed by the adult population; and iin infant mortality wte 11 per cent above 
national average*. Others reported a decline of 1,000 in the county's work force; 11.6 pcr 
of the popuUtion on relief rolls, third highest in the State; poor edj/cational «nd reaeattonal 
facilities; lack of a lubsUntial labor pool to attract new employert^^nd declines of 46 and 50 
per cent respectively in mining and agricultural employmisnt, the tfro m«or industries. A l voo 
survey showed 22.9 o^r cent of thfc families below $2,611 in anrfual income, the poverty level 
for a rural family of four persons. This Community Services of Mnsylvania report stated: *Theie 
problems have existed for generation* and have grovm morft^irftensive over the yeus with tnc 
decline in the agriculture-mining-bascd economy." / 

Income statistics were used to support the contention that rural Poverty exUts. and 
that it is widespread and serious in Pennsylvania. ConsiderAle testimony, from these and other 
witnesses. reUted to the conditions anociated with poverty] particularly ^^J^y;}^^^^^^^ 
and famUics but also as they Jiffect the entire rural environment. Many of the ^^^*f^^^^*J^ 
summarixed in later sections of this report, but the conditions generally identified included. 

Poor housing and insufficient housing supply; inadequate, or complete absence of, 
suitable water jupply and sewerage; air and water pollution; educational deficiencies; insufficient 
health and nutritfoVservices; increasing drug and alcohol problems; 

and a severe shortage of public transportation; msufficient rcaeational and cultural fK">tie». a 
population profile i^owing increases in the number of the very young and very old who require 
tKorfrom public institutions, and fewer persons in the productive age group because of 
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outmigrition, resulting from extremely limited employment opportunities; this profile results in 
an ipcrejsing burden on those remiining in the productive population for support of services' 
and increasing difficulty for public and private institutions in raising funds to supply even minimal 
services. 

One witness pointed out that, for many rural areas, expansion j^roblems may be more 
seriousihan those associated with decline, because of fhe increased pressure for expanded services 
for which there is a lag of several years in revenues; the costs fall more heavily upon an economy 
already relatively destitute. Also identified, in this direction, was the commuter-recreational type 
subdivision developments which threaten to desecrate and pollute lai^ rural areas. Therurjil areas' 
face such special problems |s pollution fVom agricultural chemicals^and solid waste pollution; 
different kinds of special problems include seasonal unemployment, related both to agriculture 
and to tourism where . recreation is a major industry; and to psychological factors such as 
community identification and life styles which may be unsatisfied by urban-oriented assistance 
- programs. A witness" also noted that; 

The runt comirmity offers certain qmUtki of living not me»fured by 
incomes, Income becomes bnportMnt oky whep the muf resident must 
respond to cash flow costs to support capital devebpment and is/hquently 
forced to liquidate land' assets to meet his cqf. 'y' _ 

This statement suggests that basic, and often unnoticed, differences between rural and 
urban economies may make programs geared to urban development; unsuitable for rural areas. 

b. Causes * 

Various witnesses testified as to causes of the economic decline of Pennsylvania's rural 
areas. These generally were related to more or less coincident declines in the major economic 
bases of the rural areas: agriculture, the extractive industries, and forestry. 

The agricultural decline was traced primarily to the general cost-price squeeze, which 
has resulted in decreased farm empk)yment through consolidation, mechanization and farm 
abandonment; also noted was a decline in incentive on the part of farmers resulting from low 
commodity prices and low farm^ wage? and, in some cases, from poor farm management. One 
witness pointed out that sheep grazing, once important in Western areas^ has almost disappeatpd. 

At the same timt, the depletion of coal, oil. and gas deposits', mechanization of foal 
operations and anJncreasingly unfavorable market position of coal as a,n energy source, has left 
large numbers unemployed and numerous ''pockets of poverty" in the mining towns. One witness 
described this stagnation: 'There has been little or no change in some areas of this region in 
150-200 years," Concerning Armstrong County, one witness stated, "Employment problems arc 
primarily related to the decline, of the stone, glass and clay manufacturing resources/' 

^ There was less testimony regarding the decline in forestry industries, but this factor 
is probably of . iitiportancc primarilf because it is a part of the general decline. No testimony 
was given on the Tpossibility that other factors were involved such as the decline in employment 
in transportation industries, especially railroads and the proportionate increase in low-wage, 
labor-intensive industries in rural communities. In Indiana County, a witness noted that the 
construction of a generating plant provided little real improvement because much of the labor 
was imported, and local persons employed on the project were left with no jobs to go to when 
it was completed. 

One witness testified to the immediate "causes" which tend to perpctuatc^poverty for 
. those most seriou^y affected by the general decline in the rural economic bases. lie included 
low wage levels, overstatement of estimated bills by utilities, improper management of personal 
finances, excessive commercial profit margins, high prices for goods and services, high loan interest 
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ratei, partulity in the educational system, disseminationof information on aid proframs only 
to i few, and even disinterest and noninvolvement of the ckny in the probkms of the poor. 
Other testimony related to the practices of rural "slum landlords." 

' • ' .■ ■■ 

A witness noted that adjustments of rural residents in their life styles in responK to 
conditiotif have included out raifration, mothers working outside the homes, and men and women 
commuting 100 or ISO milss to work daily. Others testified to the personal disintegration which 
. may rctuU from prolonged poverty and\inemployment. 

c. Proposals 

Witnesses presented' a wide jingel of jfroposjlls, for approaching Ihff economic problem 
of rural poverty ~ these are in addition to p^dposals, summarized in following scctioris of* this 
report, for improving conditions resulting from, or incidental to, rural poverty. 

Suggestions for economic improvement generally may be classified into three areas: 
upgrading the rural economic base; improving or. establishing programs to increase the income 
of, or improve delivery of servic^cs to, particular groups of the rurit poor; and comprehensive 
' nativity ain^ at total rural development. Almost exclusively, the pcopoMls call at leyt for 
le|isU;ive action on Federal, State and/or k)cal levels, and most represent plans for rechanneling 
financial aid programs or for new fund programs. , 

(1) . Suggestions for improvement, of the rural economic base included 
mdustrial, agricultural, extractive aiKt recreational development type projectsM typical, but more 
specific, suggestion by the Greene County Industrial Development Corporation was elimination 
of the State matching^fund requirement under the Pennsylvania Industrial Development Authority 
(PIDA) and Site .Development Acts for rural areas and its replacement by a comprehensive grant 
and loan program for grading, utility extensions and interior road construction for industrial parks; 
delay ofoloan payments also wouM be pemiittednintil the project became prwiuctive by Uansfcr 
to an industrial uKr. Other suggestions included tax incentives and interest subsiWcs for commercial 
or industrial expansion and pilot programs under which the State would finance shell structures 
for industrialw. ' ^ 

• k ^ / 

Proposals for improving the agricultural economy, also included two 
extcft«ve program proposals. These were; comprehenswe programs based on market analysis and 
crop programming; planning which involvcsiithe impact on agriculture of urban expansion into 
rural areas; establishment of a State farm marketing center; land inventory and land use planning 
at the State kvel; technical assisUnce; long«term loans and grants for rural infrastructure, housing, 
and jjolid waste disposal;, and establishment of a "Pennsylvania Agriculture Develbpment 
Authority," a rural development bank and Tarih credit system. Also specifically suggested was 
a farm real estate tax based on productivity rather than land value, < 

Proposals related to economic development, contained in other sections 
of this report, include those for improvement in education and transportation. 

(2) . Most of the testimony on increased incomes for particular groups related 
to economic improvement ww in this category, and sevenl of the programs 'entered into the 
record arc detailed. Proposals included: # 

Some form of minimum income; purchase of the ho^nes-t^Hhe aging 
by the Federal (jovcrnment in exchange for an annuity; liberalization of Social Security regulations; 
a universal health insurance plan; investment counseling; increases in retirement benefits to match 
increases in the cost of living; agencies to work with the aged in helping secure employment 
and services; child and youth development centers; day care centers; and various kinds of sclf«help 
and communityhclp programs for the aged/ 
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* , Susquehanna l^conomiq Development Association pr^sisnted a 

detailed proposal for a comprehienaive***opportunity center" which would* be: 

Qip(£le of addressing all of the pnoblem of the client; it must have 
the capability to sobe the problems or ameUonffe them to the extent that 
the client can manage his own affairs in the private sector with the minimum 
^ ' kvd of help jrom the public sector. Obviously, this solution will require the 

integration of countless autonomous'agendes,orgamzatiomjnstitutiom^a^ ' 
government entitks, . \ 

*. Probably mentioned most often, however, as solutions to the problems 

of individual poverty were estiblishment of (I) public service programs to provide employment, 
and (2X vocational, training. One example of the employment project, which was thfc subject for 
several ^yitnesses, is the U. S. Department of Agriculture's •'Green Thumb" program which provides 
employment for older persons in rural areas. Also mentioned were the Main Stream and the 
Youth Cbrps Programs. A county planner stated: 

^ * " . i ' More than anything, the rural community needs non-welfare type of 

^ aid-that which produces self help and s^f support products in rejuvenated 
citizens. • , . . . . 

K . ■ - 

(3). Suggestions with respect to comprehensive approaches were less detailed, 
except for the proposals for compreherisiye regional fcum planning and marketing. These included 
the suggestion previously mentioned, for lUnd-use planning at tl^e State level. Another witness 
proposed to the same end* that scattered development be stopped by the strategy of not extending* 
roads and utilities excepts to specific areas, with public ^notice of the development plan. The 
Department of Community Affairs' legislative proposal for a State Land Development Agency 
to make use of Federal and State grant and loan prpgfims foi: community development and 
new towns, and the proposed Pennsylvania Public Service Employment Act for Rural Development 
(Senate BiHs 939 and 1044) were referenced as possible State programs. SEDA itself represents 
an area-wide, cross-community organization for xiomprehensive action in several fields. More lateral 
intergovernmental cooperation, such as councils. 0]^ government, was mentioned in various contexts! 
The proposals for intenave pflot programs in specific areas are comprehensive within those areas. 
Thcre.were no witnesses representing the Appalachia program, butNjtwas mentioned as an attempt 
at cooperation $nd program consolidation. One witness suggesteidl apiatewide conference on rural 
poverty. The general approach of those recoiftmendingxomprehen^Vi^actidn probably was summed 
•up by the witness who stated; ' -.J^MT » 

.. - , ; • , , « 

Some sort of substantial economic and industrial effort will have to 
, : be made that would serve both the urban and the ritral portions of the market 

0ea if anything Useful is to happen with respect to the problem. 
' .■ . . . 

d. Comments ' ' . 

A witness ^t one. hearing commented : **This, in context, is a huge, complex problem 
that we face." ' . ^ . . 

It is,lof course, jan economic problem. But white poverty in an affluent area may be 
primarily one of distribution of resources among sectors 'of the local economy, rural poverty 
involves the distribution of resources to entire geographical areas as well. As was quoted above, 
**poverty.in the midst of poverty:" - » " 

At least to some extent, rural poverty in Pennsylvania today represents the aftermath . 
of the economic exploitation of the physical resources of some areas to the. benefit of others, 
especially in coal extraction.* It continues in fhe form of migration to urban areas which benefit 
from the human resources which have been financed, in the form of child-rearing and educatitfh, 
by rural arc^; there also is unquestionably some exploitation in other forms^ including labor,.. 
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commerce and capital. Meanwhile, as the hearings showed^ rural Pennsylvania has many problems 
faced by urban areas-pollution, provision of health services^ substandard housing^ transportation 
problems, education~and some of these problems are more general in rural than in urban ^ttings. 
One or the worst problems for rvtal Pjennsylvania has been the comparative Invisibility of its 
poverty, s^hd these 'hearings have been one step in correcting this deficiency. 
. ' ■ • • 3 • ■ ■ » '* • 

The hearings show that the economic gap between town and country continues to widen. 
As Secretary McHale said, a reordering of priorities is needed. It will not be an easy taik, however, 
to reverse the present trends, especially since the "balance of power"-politically-aIieady has shiftisd 
to the cities and their suburbs. The rural areas will have to expend considerable political capital 
to turn' the tide; but there is evidence that this effort has begun. 

T^e State has, in the past, left the geographical development of the economic base 

f" mHy to private and local initiative. However, the Department of Conunerce, PIDA and the 
artment of Transportation may exercise some options in the distribution of program funds. 
Department of Community Affairs is becoming increasingly involve^ through aids to local 
ining, councOs of government^ the hew Pennsylvania Housing Agency, the assistance to and 

administration of some programs for antipoverty agenciei, and in development of local recreation 
sites and programs; there is a project that more *Hirban redevelopment" may assist rural 
development, and . that the desperate need^for ad^uate housing in rural areas may result in 
increased State program aid for those areas. 

Also evident is an effort to shift priorities of the Department of Agriculture toward 
the total problems of rural Pennsylvania, as opposed to exclusive emphasis on technical assistance 
to agriculturs^l enterprise (as represented, in part, by the establishment of a Bureau of Rural 
Affairs and by statements and Drograms of the' Secretary). 

. p • • ^ • • 

. The State Planning Board, in its present work of development of a State comprehensive 
plan, also has bedn involved especially as this work may lead to a proposed State land-use plan. 
Many departments are in the process of revising their concepts, of regional delivery of services. 

. * Continuing communication, cooperation and consultation throughout State government 
will be required to meet the double problem of correcting the deficiencies Which rural poverty , 
already has caused and of providing the . economic basis which is the only long-range solution.^ 
t Rural Pennsylvania still has many resources, human, economic and aesthetic, to support its own 
recovery; the need is to provide a '^helping hand" and a pattern for the best development of 
those resources, and the equitable distribution of the proceeds. 

■ As a witness in Indiana concluded his testimony: 

Gentlemen^ by sittinf here today, you have opened up the proverbial \ 
Pandora 's Box on rural poverty. You cannot close the MxYour only alternative 
is to act. You must help us solve our problems! 

c. Extractive Tax 

At the Indiana and Greene County hearings a witness suggested a severance tax on 
minerals. One stated that at SO cents per ton, based on 1968 coal production, a return of 
$37,857,000 per-year CQul^ be anticipated, and that the tax would raise the price of coal from 
$9.30 to $9.80. Most of the coal is sold to power producers who, he said, are ^^ostly out 
of the State. *^ The other witness stated, **Right n,ow^ approximately 50 per cent of Greene County's 
assessed valuation is underground. We are terribly dependei\t on our coal, gas and oil." He suggested 
^use of the proceeds for such local expenses as schools. At the Indiana hearing, the constitutionality 
,of such a ta;>( was questioned. 
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The question of the severence tax is related to that of asiessment and taxation of 
underground reserves. The witnesses did not consider the important question of whether production 
should be taxed by Jhe municipality or by the State, and in either case whether it should be 
earmarked for particular uses. A current legislative proposal before both Ifouses of the General 
Assembly would impose a tax to be used only for land reclamation; with any excess to be xetumed 
to the mine operatpr ' 

The question of constitutionality probably could most easily be solved by imposmg 
the tax on the privilege of removing mineials (an approach used in the new income tax law, 
based oh a history of Pennsylvania court decisions). Issues concern the political feasibility of 
such a tax, the level of government at Which it niight be imposed, the level of taxation for 
maximum yield without adyetMly affecting prices/and production, and the distribution of the 
revenue. 

The proposal; should be studied as a part of , the State's continuing investigation into 
the structure of local and State taxation, to which^the Legislature, the Department of Community 
Affairs, and the .Department of Revenue are contributing, and any proposal should be a part 
of, or at least compatible with, a comprehensive 'Reform*' program expected as a result of these 
studies. 

4. THE RELATIONSHIP OF RURAL POVERTY TO URBAN SOCIAL AND ECONOMIC 
PROBLEMS 

a. Problem ^ 

There were references in some testimony to the interrelationship of urban ^nd^r^^l 
problems; primarily these .indicated a transfer of poverty problems from rural to urban.4i^s 
with migration bf the poor. One witness ^d: 

^ Unless dur city cousins share a little more of their opportunity with 

us, then more^and more of us in the rural areas will be buying one-way tickets 
for a long visit with our city cousins. Cbuld the answer to the urban crisis 
not be to treat the problem at its roots in the rural areas instead of the 
more expensive wtiy of treating the effect in urban areas which has not Been 
too successful? 

Another witness saw the migration problem as one of development policy, rather than 
the transfer of social problems: 

^ ■ " ' ■ 

Of major concern to society is, or should be, the impact on urban areas 
^ which the rural but-migrathn has had. The long range solution to the urban 
problems of over population has to be a stabilization of the present continuing 
* out'migration and a reversal of the movement of people away from the large 
urban centers, 

A second direction indicated in the urban-rural relationship is the spread of the suburbs 
into rural land and its impact on the rural economy. A witness pointed out that Union and 
Snyder bounties, counted as 'Wal,** are among the top IS in the State in population increase. 
As was noted previously, this expansion creates pressures on the rural economy for provision 
of expensive services which the indigenous population cannot handle; for example, a farm assessed 
on fhe front-foot basis for a sewer line. 

b. Comments ' *' 

The State i^not "ready** for the extensive kind^ of controls which would be needed 
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to Stop either the ruraVto-urban migration, or the expansion of the mqtropoh^s into the countryside, 
and the desirability of such controls can be seriously doubted. It is not clear that general statements 
riding the transfer of rural social problems to the cities refer q»ecifically to intrastate migration. 
As wai noted eftrlTer, migration probably represents an economic advantsge to urban areas; holding 
the poor in th^^irural areai would not, of itself, solve their problems. It would simply hold them . 
a while longer in isolation, and delay and intensify the fmal strain of adjustment. 

Improving the iiiral economic picture could be expected to iltej^ the mobility pattern, 
however; this change should be viewed as an effect of a general policy of rural economic 
improvement rather than a goal in itself. 

The strains of urban vprtid into rural ireas also can be lessened by the application 
of spch programs as assistance to housing, sewer and water system Construction, healtii care, 
education and transportation, as well as the movement toward comprehensive regional planning, 
noted elsewhere in this report. 

Rural-urban social and economic interaction is a factor underiying the entire subject, 
of rural poverty and the rural economy, rather than a ''problem^' to be approached t)y itself. 
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IL. WATER SUPPLY 
1. PROBLEMS 

One of the moit serious problems diKussed at these heannfs is a shortage or lack of a 
supply of potable water, repeatedly identified with poor houung and with poverty conditions 
generally. F^om the record, the problem appears most serious In the bituminous coal regions 
of Western Pennsylvania, and most of the adverse testimony was given at the IndianlT hearing, 
but water supply was shown to be generally one of the critical needs of rural areas. 

Ilie water supply problem divided into two interrelated topics: The inability of existing 
water supply systems to provide satisfactory service, and the confamination of individual water 
supply sources of those not served by these systems. 

a. On public systems, at the Sunbury hearing, a representative of the Pennsylvania 
Water Resources Q^ordinating Committee, an interdepartmental committee at the State level, 
repotted on an Inventory which showed 854 public water suppliers: 295 authorities, 211 municipal 
systems, and 348 privite companies; 53 per cent of these had fewer than 5pO connectors. Speciflc 
figures given at the Indiana Cbunty hearing for that county, were 23 suppliers serving 56 per 
cent of the population; of these, 13 had fewer than 500 customers: the average was 290. 

The problems of these small companiel and their customers were entered Into the 
records primarily as specific complaints. Generally the systems are old. In many cases they have 
experienced difficulty maintaining good water sources, and their revenues iue not sufficient to 
capitalize improvements, extensions, or even milntenance. One system was reported to have 
revenues of $850 per month from a customer charge of $7. A witness reported one system's 
water testing 2,000 ppm. of dissolved minerals, compared with i State standard of 2 ppm. One 
witness said: 

My dmtghter has seven chiidrett, end she tries to wash in an automatic 
washer, and has to take the filter off four and five times, and she still doesn i 
» . have a tub of water* In the wattf you find tadpoles, leaves, roots, et cetera, 

and she is only one of a tot of persons down then, and they pay $4,00, 
a high water bill Th^ have been doing, this for years. ^ 

Others reported corrosion and sedimentation of home plumbing after only a few 
months' use. The most dramatic incident of this type water was the introduction of actual water 
samples from an Indiana G)Unty system. 

There was repeated testimony to unannounced and lengthy service disconnections; 
in one.case, customers were subjected to 32 days without water during a summer. Low pressure 
was reported because the 50-year-old mains would burst under normal pressures. In one rural 
community, watej rates higher than those in Pittsburgh were reported; another witness stated 
water bills may run as high as $10 per month or more, billed quaherly and at 10 per cent 
interest for Ute payments, described as a severe burden on the poor; others reported that where 
housing and water systems are under the same ownership, water service disconnections are used 
to enforce rental payments. 

Five persons at the Indiana hearing expressed doubts that the Public Utility 
Commission fairly represents consumers in enforcing service standards. Others stated that the 
Department of Health office in Pittsburgh would not investigate, or even take seriously, complaints 
about water iquality. Water authorities also were criticised by two witnesses for unresponsiveness 
because of their freedom from regulation. 
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We need m Department ofFubUc Hetkh to monitor more than thmUcteria 
count in public water suppfy. The water in Coal Run that acts as both a 
kxatiH mui^ciothint dye is considered a iwisance* factor. The 20-)^ fight 
between Robinson, the water company and the FUC has left Robinson with 
totally inadequate water pressure and questionable quality. We need aPubUc 
UtUUy Commission to be an advocate of the consumer. 

At IcMt two commuttitici were reported unprotected by fire hydranti; in one ctic, 
deicribed in detail, the hydnnts were diiconnected becauie the munictplfety refused to pay the 
per-hydrant Iniunnce fee afalnst liability for failure to provide adequate water for fire protection 
purposes. 

b. Problems connected with private water sources included *1iidden costs" associated 
.with lower land prices for well-drilling and often private ^jpiurification; contamirUtion of 
uill^iround water sources from septic tanks in higher-density traas; and the larger problem of 
acid contamination of the ground water of entire regions, from mines and from unutisfactory 
strip mine reclamation practices; one witness accused the State of being an accessory to such 
contamination because of its regulations on mine reclamation. 

The fracturing of gas wells also was described as a factor in pollution from water 
in abandoned mines. 

A more extreme case reUting t9 private supplies was tn open pond, covered with 
"green , scum," which served as the sole source of water for 10 to 15 families, 

2. LAWS AND PRESENT REGULATING AUTHORITY 

The Department of Environmental Resources hu rc^nsibility over the quality of a public 
*water supply. 

'} * ■ ■ 

The Department of Environmental Resources has jurisdiction over the quantity of public 
water that may be withdrawn from a stream and over th^ issuance of permits for public or 
industrial water Intake and outfall structures so far as they may encroach on streams. 

It issues operating permits to water companies (1905 P*L. 260; Act 275 of 1970, Section 
1918-A (1) ). The Qean Streams Law (1937 P.L, 1987, Article V) requires and empowers the 
Sanitary Water Board (transferred to the Department of Environmental Resources) to protect 
public water supplies from pollution. > 

, The Soil and Water Conservation Commission, transferred from the Department of Agriculture 
to the Department of Environmental Resources, has coordination functions in cases where water 
supply is a feature of a PL 566 project, 

The Public Utility Commission passes on rate structures, including quality of service of water 
companies (1937 P.t. 1053, Section 2; 66 P.S. 1102). 

Water supply and distribution facility planning is required by the I>epartment of Community 
Affairs in all Urban Planning Assistance program studies. 

3. PROPOSALS 

Witnesses prest^nted various proposals fbr approaching the water supply pr<^)ejni. Despite 
the complaints about water authorities, such authorities were suggested by seveiil A^esses as 
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the best local lolutions and there were reports of efforts between authorities and outlying 
communities to extend water lines. 

The model of the Rural Electrification Administration u a cooperative^ Klf-help system was 
mentioned at two of the hearincs^ as a suggestion that a similar cooperative arrangement could 
help solve local water and sewer problems. 

Various Federal agencies, eQ)ecially FHA and HUD, have programs to aid local water and 
sewer systems, but one witness reported that these agencies have 10 applications for every one 
for which funds are available. Witnesses and panelists also noted that even high-percentage grant 
and loan programs kre inadequate because the small local companies do not have the financial 
resources to provide the rest. 

It was also pointed out that the cooperation of local governments is needed to obtain 
government funds, and that township boards in some csks are unsympathetic to the problems 
of small communities. 

There , is in the record an implied suggestion that the Commonwealth purdiase at least one 
of the water companies described as providing inadequate service; the testimony indicates that 
the expected sale price offer would be bailed on capital investment and recovery of operating 
losses as shown on accounting records of the company rather than on the present value in view 
6f the extensive reconstruction and expansion which would be required to provide adequate service » 

More specific proposals also included a program of water bills in escrow in cases of substandard 
service, and more diligent enforcement by the PUC and the Department of Health. 

It also was reported that some Federal grant programs are not available to communities 
of less than 6,000 population. A program administered by the Department of Environmental 
Resources, offering 25 per cent aid for communities of less than 10,000, was reported but not 
specified. 

The only comprehensive approach presented was that of the Water Resources Coordinating.^ 
Committee. The representative stated: 

...Wf ore accomplishing McH spedftcs «i m definition of pubUc water 
MdppHen* prohkmst a ttatC'Syide inventory of water mpj^ers^ suggestad 
changes in the organizational structure of State goyemment, and 
recommendations concerning tht role the Commonwealth has in the . 
devehprnatt of water suppliers. 

He stated that the committee is developing a State Water Plu, to be completed over three 
to five years, and hopes for State appropriations in the range of $12 million to $20 million. 

It is the opinion of many of the Committee members that a program 
is needed to provide seed money for rural water systems. This program should 
U designed to cow the etigineeflng costs of then profects so tfmt a sohition 
can be developed. When the Jtnal financing Is arranged and the project 
constructed, where possibkt the seed money could perhaps be partially 
reimbursed thus creating an annual operating subsidy, fir perhaps a ftv.e*year 
periods similar to the sewage treatment facility grants, to provide operational 
and management stabillty...The immediate response program of seed money 
would require perhaps $1.8 million for initiation and the basic criteria for 
assistance should be Umpfy a lack ofJUndt This would definitely be in the 
interest of public healtk and welfare. 
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4. COMMENTS 

Eipeciilly in view of the conioiidttiort of powtn under Act 275 of 1970, which eitibliihed 
the Department of Environmentil Rtfourcei, rtQ>ontibility for rtquiring Adequate aervice appears 
divided between that Department and the Public Utility Commiiiion. Conditioni deacribed at 
the heerints appear to have continued over a long period of time, and no comprchenilve program 
of improvement leemi to have been enforced, in Q)ite of or poidbly becauie of overlapping 
juriadiction. V 

For immediate correction of imdequadea in runl water iupply systemi, coordination it 
needed between the Department of Environmental Reeourcei and the Public Utility Cdmminion 
to. define areas of jurisdiction, standards, enforcement, procedures^ and a timetable for 
performance* 

For long range improvement, a comprehensive water plan for rural areu is needed. It is 
understood that the Pfcnniyhrania Water Re«)urces Coordinating Cbmmittee is developing such 

The cooperation of all administrative departments and agencies will be needed and should 
be immediately available in support thereof 
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SEWERAGE 



1. PROBLEMS 

A critical lick of idequite teweriie ii identifled ai t problem in rural areai, particularly 
at the hctftnti in the bituminous ooal minins regioni of Wcttem Penniylvania. The record describes 
widespread dependence on outdoor toilets, open ditches of raw tewa|e runnins through smaller 
communities, effluent from cesspools and leptic tanks rising to the surface because of impervious 
substrata; streams polluted with raw sewage, and even cases of houKS lacking either inside or 
outside toilets. Statbtics presented for Indiana Cbunty showed 35 per cent of housing units 
connected to public »cwer systems, 42 per cent with private septic tanks or cesspools, and 22 
per cent • nearly a fourth pf the total units - using privies or discharging raw sewage directly 
into ditches or streams; for Greene County, it was stated that less than 10 per cent of the 
population is served by public sewerage. The <:k)mmonwealth Department of Health (function 
transferred by Act 275 of 1970 to the Department of Environmental Resources) has carried 
prosecution of municipal officers to various stages in an effort to enforce the provision of public 
Kwerage. Testimony, however, indicated that because of the chronology of such enforcement, 
communities subject to court orders have planned or installed sep/uate systems when it would 
have been more economical for them to establish joint authorities and install common systems. 
Testimony also states that despite Federal and State assistance programs, small communities usually 
affected by low personal incomes and other characteristics of a declining economy have no 
resources for providing the rest of the funds needed* The problem appears to be extremely serious 
because it is dangerous to public health, itVis deleterious to the environment becauK it is so 
extensive geographically. Further, its solution is difficult because of the high costs to be anticipated 
in correcting it. . ^ 

The problem of adequate public sewerage also was recognized as a factor in the total housing 
supply, because of the enforcement of State laws which prohibit construction where adequate 
sewerage is not available and of pertinent regulations governing Federally assisted mortgages. While 
(his problem chiefly affects proposed commuter subdivisions, it also was described as restricting 
construction pf suitable housing to replace substandard^furaTresidences. 

2. LAWS AND PRESENT REGULATORY AUTHORITY „ ' ' i 

Historically, responsibility and initiative for construc^on and flnancirif of sewer systems in 
Pennsylvania has rested- with individual municipalities, anv most of the law regulating construction 
and financing. is contained in the various municipal codhlK^y combination of municipalities 
may, by agreement, construct joint ^stems. More recently, municipal authorities hkve been formed 
for system construction and operation. They are not subject to municipal debt limits, and are 
less subject to direct pressure in cases of resistance iVom property owners unwilling' to become 
subject to assessment. 

The first, and still an important, avenue of State involvement has been the dean Streams 
Law, 1937 PrL 1987 as amended (35 P.S. 691.1 et seq.)» Enforcement powers under this law 
were transfened from the Department of Health to the Department oi^ Environmental Resources 
by Section 20 of Act 275 of 1970. Enforcement is by Aders to persons, corporations or 
municipalities to cease pollutingjtreams or bodies of water. Two other statutes, the State^Highway 
Law (Sec. 421, 1945 P.L. 1242, 36 P.S. 670421) and 1929 P.L 1586 (36 P.S. 2621*3), prohibit 
the discharge of sewage within the right of way of any State or public highway. 
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The SeWHe Fadlitki Act, 1965 P.L. 1535 (35 P.S. 750.1 et leqj, givet the Department 
of Envtronmentil Reaourcei (ttintferred from the Deptrtment of Health by Act 275 of 1970) 
the power and duty (Sec. 3) to adopt 

mrdmdt M coMtm^n Mnd inu$ikthn of cammiml^ 
convmmity nmit dfspoMi sytterm mtd sttndMrdifor.con»truetioHjnM$lkthn 
tnd tminttmnet of community mrngt trmmtnt pknts 

and reflukei (Sec. 7 (a) ) that " 

J No pmoH Ml inmUmt Mivldtml or community MW§g€ditpQt§lsyttm 

or comtmct my UiUdk% for which m IMtkhml or commmity HWtgt 
ditpoMi symm it to h€ immlkd withoi(t fktt obtMni « pkmit indk^fkig 
thtt th€Mtimidthipkntmidtp§dflaUhmofmchiyttmmktcomplimKi 
with th€ prom)m of thlfct $ni the tmklmdt 9dopt$d purmmt to this 
$ct. 

The act requires enforcement by local govemmenti, and by the Department if the local' 
fovemmenti fail to act. . " , 

The State it authorized to pay)innually to each municipality, authority or ichool district 
which ii In compliance with the C^n Streami Law, 2 per cent of the net coit of construction 
or acquiiition of lewite treatment plants (1953'P.L 1217 u amended. 35 F.S. 701 et leq.). 
The Sewage Facilities Act provides for State ptyment of ont-half of the local coit of planning 
and surveys for sewage di^sal systems^ and for one«half the cost of enforcement of the' act, 
to the municipalities. 

Under the Federal Water Pollution control Act (33 USCA 1151 et te^.), the Federal and 
State governments together may providr^up to 80 per cent (55 per cent Federal, 25 per cent 
State) of the cost of Mwage treatment pUnts, pumping stations and mi^r interceptors. The 
Pennsylvania Depertment of JEnvironmental Retources and^ the Federal government have igree4 
on a 60 per cent formula: The Federal share rangin from 40 to 55 per cent, with the State 
niaking up the difference under the Land and Water Conservation and Rectamttion Act (Act 
433, 1967 P.L 996, 32 P.S. 5101 et seq.), from the annual appropriation under the $500 million 
bond issue. \ . 

The Housing and Urban Development Act of 1965 (Pub. L 89*117) providet for Federal 
funding of up to 50 per cent, up to 51.5 million^ for the collection system for a regional sewerage 
project; under Community Facilitiet, the Federal Gov«mmcnt may grant, throu^ the State « 
Department of C^ommerce, 50 per cent of the cost» up to $50,000 of the development of basic 
public water and sewer facilitief for a community of 5,500 or more. 

Additional aitistance, both grants and loans, in negotiated amounts, is authorized under' 
various programs by the Farm and Home Administration, based on need, and through the 
Appalachla program; in both <Uscs, assistance is contingent on qualiflcation for Federal 
participation under some other program. 

3, COMMENTS 

Tlu| combination of enforcement authority and grant programs currently available would 
appear To constitute an effective system for correction of the deficiencies in sewerage systems 
in rural areas. Over an extended period, they may. The principal complaint, however, repeated 
particularly in the hearings in Jhe Western counties, is that the municipalities do not have the 
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nnincial reiourcet to pay even their limited local ihtre, etpeciilly for imall communities with 
perhaps 200 residences and teriouiiy affected by a hi|h incidence of poverty. The complaint 
alto was expresaed that the Department of Health (transferred to Environmental Resources) has 
enforced compliance under the Qean Streams Law at different times for nearby communities, 
resultinf In the construction of Mparate facilities when a. Joint program would have been more 
economical. 

The Department of Environmental Resources has greatly Increased its enforcement activity, 
primarily under the Qean Streams Law to require construction or improvement of munipipal, 
private, and institutional systems, and under the Sewage Facilities Act tc^ prevent the development 
of several large commuter subdivisions in rural areu where se^r systems were not provided and 
soil conditions made septi^tanka unsuitable. A serious problem, developing with 'the enforcement \ 
of the latter law, and pointed out at the hearings, is that enforcement may preclude the 
construction of replacement housing in rural areas where there is no public sewerage. Thus, 
enforcement tends to perpetuate the 'conditions of substandard housing. 

Because of the extent of the sewerage problem, massive amounts of federal and state funding 
will be required to correct it. Since the greatest need tends to coincide with the molt serious 
problems of rural poverty, and the least likelihood of local initiative, a continuing program of 
enforcement by the Department of Environmental Resources, combined with maximum technical 
support and financial assistance bylhe Departments of Environmental Resources, Community 
Affairs, Agriculture and Commerce on a coordinated basis, must be developed to ameliorate those 
conditions, Federal support, eg., Farmer*s Home Administration, must be more responsive to 
meeting rural needs and the State should actively promote such needs with the Federal government. 
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IV. ^HOUSING 

1. PROBLEMS 

* * ■ 

a. General. The difflcultiei ateoclated with providing adequate housini fot the rural 
poor, at described by witneties, are complex. The witneiieB lenerally were planners Tor public 
and private organizations and agencies, VISTA vohinteett who have worked in houaing programs 
and, in lome caies tenants who deicribed their own probkmi. 

At all three hearings, housing conditions, particularly for the poor, were described as 
atriousiy deficient both in severity and in scope. A typical witnest reported, ^'Housing conditions 
here are u bad u any which can be found in a la^ city ghetto**. Specific reports included; 

Central Fenniylvania • The Susquehanna Economic Development Asiociation reported 
"a larger percentage of substandard housing in Central Pennsylvania than in urban centers**. 

Washington Cbunty • A Department of Health survey of one village gave housing an 
over-all grade of "D** which reprefinted severe deterioration and lack of facilities, primarily 
structurally deficient and lacking bath, toilet and hot water. 

Greene County - A survey showed 35 per cent of the housing in the county substandard. 
A research^ planner stated: *The amount and severity of poor housing in the open country, 
in small boroughs and townships, and in Wayhesburg is staggering**. Ihe vacancy rate is 1 per 
cent; the need wu reported for 600 new housing units. According to a Community ^rvices 
of Pennsylvanftr wrvey 15.4 per cent of the U,585 occupied housing are without adequate 
plumbing. Of the children in the Burgettstown Head Start Program, 67 percent come from homea 
Without in-door plumbing facilities and 49 per cent from houKs either cold or no running water. 
Similar conditions exist for the children in the Sugar Grove Head Start Program. 

Indiana County • One-third of all houses Were deKribecra^unsound, and. one-fourth 
have no indoor plumbing. From 1960 to 1970, the tdlil housing tvailnble declined 12 percent, 
and the supply of housing available for rent at $60 orS^s decreMed 30 per cent. The County 
planninf commission in 1968 recommended that 1,500 tcu2j00p low-cost units be built; only 
24 units have ever been built. 

The general shortage of housingy-^Ktmbined with the deteriorated condition of existing 
housing, creates a situation favorable to grosr over-pricing of all housing including substandard 
units, and continuation of deteriorated units on the market. Reported rents for substandard housing 
ranged up to $150 for a six-room house. The situation also tends to be self-perpetuating because 
it inflates the prices of run-down housing beyond the means of families who would rehabilitate 
them, and tends to shrink the for sale market because the rent structure favors retention of 
these units by the landlords. 

The housing situation was reported especially critical for the elderly, many of whom 
must live alone in inadequate and even dangerous quarters when they should have at least minimal 
attention. , 

The one large landk>rd 1700-800 units) who testiHed admitted that about one-third 
of the units owned by his firm weiFin poor condition, but claimed that the interplay of property 
taxes, mix of good and poor units owned, and tenants' behavior made It uneconomic either to 
sell indivklual units or rehabilitate them; he claimed ownership was unprofitable, but said he 
was holding the units awaiting lot sale to k large«scale purchaser. t 
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Some rural countiei were reported to have made progresi, especially recently', in taking 
advantage of programs for construction of housing for the elderly and for low«income families* 
Mentioned particularly were Jefferaon, Qaribrt and Greene Counties which have a record of several 
units built and. occupied, and more in the application stage.- In Indiana County, however, the 
Housing Authority wu criticized *by teveral witnesses and panel members for its poor record 
of units constructed, lack of current programs, and resistance to appointment of a full-time director 
offered by the county commissioners, • ^ 

Over-all, it wu reported by a Department of Community Affairs ofHcial that the State 
hu about 75 non-profit corporations and housing and redevelopment authorities; that these 
together have 6,0()0 finits under contract; that $6 million in "seed money" provided by the 
Commonwealth has produced $84 million worth of assisted housing, including units in the planning 
stages, and that about 20 per cent of this housing ii in smaller communities. However, he stated 
that "need" is a difficult distinction when uied as a criterion for ruling on applications, 

b. The nature of the l^uilding industry. The industry is priiparily comprised of small, 
' limited-production-ehtreprene.urs and the dispersed rural market makes it difficult for this industry 

to meet the needs; one planner indicated a lack of skilled minpower in quantity production 
systems. One result is that rural people, with generally low or modest incomes, cannot afford 
conventional housing at current prices, and a power cooperative representative reported that 60 
to 70 per cent of new housing is mobile^ilomes. Meanwhile, much rural housing in existence 
tends to be large, old houses which are Uneconomic for okier couples or for purchase by young, 
small families; costs also force the year-round use of units designed as seasonal dwellings, 

c. The application ,of Federal aid program^ Subskiy approvals were described as 
: discriminatory, with most going to urban areas. Potentially active housing authorities in rural 

areas were described as unable to approach the demand because of delays, "red tape", the 
requirement for a Workable Program which municipalities must provide and 'finance, claimed 
. inefHcienciesJn the new Pittsburgh regional office of HUD, and soaring construction and fmancing 
cn:ts. It was reported that non»prjfit 'corporations arc at a disadvantage becau^^^e of the lu'.k of 
professional staff, and that they may be victimized by professional packagers who take excessive 
percentages for their services. Also at the local level, problems were found in lack of knowledge 
of financial assistance available, lack of appreciation of the need for programs, and lack of 
leadership. Local governments were criticized for laxity in code enforcement which would keep 
substandard units off the market; conversely, another witness stated that condemnation of 
structures was useless because there were no alternatives. The Indiana County Housing Authority 
was particularly criticized for failure to advocate housing programs and for resisting offers to 
provide it with a *fuU-time djfector* 

d. The role of the "rural slumlord". The general lack of housing encourages retention 
of grottly substandard units at inflated rents; unreasonable and possibly illegal rental contracts: 
refusal to rehabilitate or repair (one tenant reported the landlord even refused to act when an 
entirfcjoom collapKd in the house she had occupied for years); refusal to sell any units to potential 
purchasers who could afford-do-lt-yourself Improvements but coul$l not afford to buy. It was 
also reported that "sluml/)rds'!^idre not totally responsible; successful farmers often buy up adjacent, 
unsuccessful units andl^nt the ofcl farmhouses which often lack basic facilities. Housing for migrant 
labor was described as/ a separate serious problem; besides its condition, the shortage of such 
housing was described/ as a hindrance to the rural economy in limiting the amount of migrant 
labor available* Professional landlords^ were described as purchasing only substandard housing, and 
were accused of raising the rent if a tenant made substantial repairs himself. The poverty tenant, 
faced with few or no' housing alternatives and' dealing on an individual basis with a large-scale 
owner, often is forced to accept substandard conditions, at rent levels considerable above monthly 
costs for purchase of a decent home. 
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2. PROPOSALS • ^ 

As one witncM pointed out, the prpblem of rural houting must be ipproicHed from two 
n^jor directions: Upgriding existing housing, and increasing the supply of new housing. Specific 
propottU included: ' ' • 

a. Encourage rehabilitation by Federal, State and local government programs, ' 
authority and inducement. Recommended were greater invo^ement of Federal and State 
governmints in sehabilitation programs, rather than concentrating on new projects; protectioi^ 
of housing consumers by maintaining standards at least equal yfixh FHA requirements; loan 
proffsms for low-income families to help them repair and improve their property (FHA funds 
for this purpose were described u too limited); extend the rent-in-eicrow law to include boroughs 
and townships (advocated by several witnesses) and extension of the law to include utilities wher^ 
service is inadequate; increased code and zoning enforcement; and rural renewal and rehabilitation 
as a Kparate mi^or program (one example, housing rdiabilitation by the Youth Cbrps). 

b. Encourage production of housii^, to meet urgent and special need of rural areas. 
Recommendations here Included rewriting of programs to channel increased shares to rural areas; 
expand programs to aid persons livrng outside project housing » for instance, small new homes 
for the elderly with caretaker service provided • and expand programs involving home ownership 
to satisfy the lif^style of rural residents; relax HUD requirements which make it impossible for 
the elderly to retain the proceeds from the sale of their own homes and still be eligible for 

Kublic housing; provide tax incentives to landholders ^ha sell to non-profit corporations for 
ousing at nominal cost; and change the State "seed money" loans to outright grants. 

c. Adoj^t a comprehensive approach to the rural housing problem. Suggestions in 
this category include establishment of regional low-Income housing development corporations 
whkh would operate on a sufHciently large scale to provide needed funds and expertise; a mi^or, 
concentrated (pilot) program in one area of acute need; administration of grant programs through 
separate quasi-government corporations to minimize local resistance to State "interference"; 
cooperation in provxllng housing by area Councils of Government; organization of a county housing 
authority as a non-profit corporation so it can use more than one source of Federal assistance 
(Bucks. Cbunty); general programs to educate local leaders, the elderly, service agencies, and 
concerned youth as to the needs of their own areas, and the programs now available; development 
of industrialized housing technology; and Federal and State participation in promotion of r\m 
townl • 

3. COMMENTS 

As presented, the rural housing problem is serious and extensive; it is closely related to 
problems of physical and mental healthi to the inadequacy of water and sewerage imices, and 
to the general economic conditions of rural Pennsylvania. At least In one county planning for 
housing appear to be a function not of any public body, but of t few large*scale landlords. 

While a variety of approaches was suaested^ most involve the investment of considerable 
money, and most of this from Federal and State Government sources; generally, they call for 
a reordering of priorities in the application of housing programs. Some relief is suggested, however, 
by exercise of local government authority in enforcement of standards,"and in greater awareness 
of the need for, and advocacy of, public programs which may be available. 

Special areas of activity in rural housing improvement involve the Departments of Agriculture, 
Health, Welfare, and Labor and Industry; but most of the resi>onsibility for program drafting, 
direction and assistance rests with the Department of Community Affairs, in cooperation with 
local and regional planning agencies, housing authorities, government officials, and volunteer and 
non profit corporations and agencies. 
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V, MEDICAL SERVICES 

I. PROBLEMS • * 

Inadequacies in the delivery of medical seryices .in nir?l area's generally; and to the rural 
poor in particular, 'were identified by witnesses at the hearing as being among the critical and 
most pervasive problem areas; Except for one physician \yho testified, Mtnesses generally 
represented nonmedical^ assistance and advocate agencies. SpeQiiic deficiencies reported ^ere: 

a. ^ A shortage exists of medical personnel, particularly phy^cians in general practice* 
This includes «n actual net loss of physicians in practice in at least one irea, a high percentage 
of older doctors in limited practice, and a shortage of younger doctors willing to go in^o family 
practice. One county rej)orted 17 physicians, three on limited schedules, and one hospital to 
serve UO,OPO residents. vA survey in one county showed 22 per cent of families had no family 
physician. However, as the physician testified, 5uch sta'tistics may have limited application because 
patients Will travel across coiinty lines, and past several physicians* offices, to the one of their - 
' choice. Also reported was a shortage of public health nurses, where any such service is provided 
at alt, the pattern appeared to be one or two visiting nurses for. ah entire county. # 

. • V 

. by Possibly related is the unwillingness or reluctance of some physicians uid dentists 

* to accept ^patients presenting a **DPA" (Medical Assistance) card. One witness reported a sign 
* in a -physician's waiting room, "No more DPA patients will be acc,epted,** and the recurrence 

of this kind of testimony at all three hearings indicates that the policy is sufficiently widespread 
to constitute a serious problenp One reason appeared to be that payment to the physicians on* 
, such claims is slow, and is F»s than the normal charges for -services. 

c. ' A serious shortage of but-patient services exist^ Frequently mentioned was the 

* Well-baby clinic program, described as being so understaffed that there were long waits for services; 
so organized that repeated visits, over months, were required to complete immunization schedules; 
and so dispersed that transportation was represented as a major problem. As a result, it was 
reported that in one case 75 per cent of the children scheduled missed the clinics; in another, 
a Head Start health screening program identified widespread dental, visual and speech problems, 
and a high incidence of anemia, which otherwise would have gone undetected until the children 
were, in school. Also identified were a need for prenatal care, especially among the poor, and 
unavailability of family planning information"; it was stated that some physicians will not provide 
contraceptive information an<| devices to welfare patients, compounding the entire problem. 

d. Institutional facilities are in short supply. This involves not only the scarcity and 
/ wide geographical distribution of general hospitals, but also insufficient convalescent rest ajid 

nursing homes, institutional facilities for the mentally retarded, and inadequate"first-aid facilities, 
(the latter mentioned particularly in cases of serious mine accidents). 

e. Medical care is expensive. The economics of providing medical services is related 
to all of the problem areis, but was pinpointed in the heariQgs in terms of the cost of hospital - 
c^e ($60 to $120), of nursing home care, and of medicines and drugs which by itself makes 
them practically incpessible to the poor. The problem was repeatedly stated, foir instance, of 
cases where diagnosis and prescription is- of little use because the patient cannot afford to buy 
the medication.' ° - * . • 

. f. Mental health programs are.iifadequate. Several witnesses considered mental health 
as being bne of the most neglected areas in the rural health picture. Witnesses pointed out a 
close association between mental problems and poverty as tending to reinforce each other; the 
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intenelitbnships between general heklth ctre and mental health, and with general hoiiting and 
environmental conditions; the relationship between mental problems and retardation, and the lack 
6f prenatal care and the fack of adequate nutrition of preschool children. A witness reported 
that a 1963 wivey in Fayette County showed alcoholism the most serious mental health problem. 

;f. Goveriimental n^ect of health service delivery wat cited. The role of government 
in proviiion of health services was addressed directly in relation to (1) inadequacy of the benefit 
program for mihert afflicted with "black lung/* a program recently Uken oyer by the Federal 
Government and described as much improved since that time; (2) failure of some counties to 
establish health departments; (3) inadequate coverage and serWces by the State Department of 
jHlealth; and (4) difficulties in finding county. State and Federal funds to continue a pilot mobile 
clinic pio^m. ' ' ♦ 

. h. The attitude of the poor is significant. This wu expressed as a distrust of any 
person connected with a government program (**They think you're out to get what they have*'); 
a feeling that services are not available to them, or ignorance of available services, which prevent 
them from seeking help; and failure to continue aelf-care, such as a family who would not urge 
their children to wear glasses provided through a Khool program. 

, 1 PROPOSALS 

Various witnesses, including representatives of advocate organizations for the poor and a 
representative of the medical profession, offered a wide ran^e of suggestions for potential* 
improvement progranis. The solutions proposed did not necessarily provide direct answers to all 
of the problem are^s; most represented expansion of pilot programs, importation of programs 
tested or proposed, in other states, or implementation of programs under study but not yet tried 
in. Pennsylvania. These include: 

Weasing the number of medical professionals by: o 

(1) Encouraging young physicians to enter practice in mar areas by excusing 
student loans to those who maintain such prac^tice for five years after 
graduation. 

(2) Establishing a substitute interneship program for graduate medical students, 
- who would enter family practice in place of their hospital residency 

requirement (under study by ^the University of Pennsylvania Medical School). 

'(3) Assigning military physicians to needy areas by the Federal Government. 
(4) De-emphasizing specialization in medical schools, 
b. Establishing a system of paraprofesiional medical service. 

- . ■ * ' • . ; ■ . 

(1) Under the program „proposed by advocate agencies, nonprofessionals, would 
be trained to perform simpler and routine services under indirect supervision 
of 'physicians. These would include diagnostic testing and screening, home 
health services, and administration of some medication. They would perform 
• ^ at the "neighborhood** level, and could help detect and privent some of the 
problems which aggravate the poverty syndrome* (One witness observed that 
if paramedics did half a physician*s work, they could effectively double the 
number of physicians.) . • ■ 
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(2) A viriation in th9 uk of militiry vdterant triined u liiedicai nonprofeuionalt 
in a similar civilian propm. This it in recognition of great efficiency achieved 
in. the militaty lervicei by training and uiing enlisted iq;wciaUttt in routine 
testing and medication. *' 

Extending the^. capacity and coverage of out-patient services. 

(1) Establish well-babyt dinics in small communities, or extend the hours and 
: available facilities of thoie in larger centers and provide for transportation 
to those centen. (It wu shown indirectly that Head Start, specifically in 
Waihington County, wu providing a diagnostic and referral service and that 
its experience indicated the present clinics are falling short of reaching the 
neediest children)* 

<2) Extension of the piognuh of mobile clinics. The Cambria County pilot had 
operated for two years with OEQ, 72-AID, Health Department and co]Unty 
funds; it was the only one in the State equipped to give direct medical sen^ice, 
as opposed to diagnostic screening only. It cost $30,000 per year, but was 
in danger of being discontinue! for lack of refunding. It was staffed by 
physicians part-time and by a medical secretary full-time. It was suggested 
that the facility be tied administratively to a hospital to assiit its funding 

* postuce. . 

(3) Improve in-home health care: Increase the number of visiting nurses, and 
raise their fee from $4 to $10 per visit; use paramedics (Item b above) as 
home health visitors; u a co^oUsiy, depend leu on volunteers (described as 
unreliable) and on other program services (for instance, Meals on Wheels) as 
home visitors to the ill. 

(4) Extend public welfare payments to coyer medicines and drugs, by honoring 
medical cards for medicine purchases and/or issuing '^medicine coupons^* to 
those economically eligible in a program similar to the food stamp idea. 

(5) Increase the scope of the pirenatal clinic program, both to improve the mental 
^ and physical health of the chUdren and to provide family 'planning information 

and devices. 

(6) Expand the systenii of regional medical centers. (A new center in the Mon 

* Valley was praised^ as a good example). 

(7) Expand and integrate screening programs. Notable examples mentioned were 
a Washington County program which handled 10,000 persons the first year 
and 25,000 the second when a transpQrtation program was added; and a 
church>spontored '^Health Fair**. Described as a particular need was a Kreening 
program for rubella to prevent birth, defects* 

Expansion of health services on a. comprehensive basis. 

(1) Increase involvement of educational institutions and public education 
programs. This includes various specific proposals: All-day schools (Detroit 
example) to meet health and nutritional iieeds of children; public health 
education programs, development of a homeniaker*s program as a support to 
adult health education, and a series of newspaper articles ("Hot Line*^) which 
explliiied availability of services. 
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Increase involvement of county* State and Federal idvemments. Again various 
specifics were suggeited, or beginning programs were mentioned: 
Establishment of county or multi^unty departments of ^^health in rural areas, 
funding of mobile cUnict, a De^ment of Agriculture contract for $97,000 
from harness racing funds for 3,500 diagnostic screenings the first year, and ' 
automatic '"black lung** benefits for anyone who has worlced 15 or 20 years 
in the mines. 

Increase the available institutional facilities, especially for the mentally 
retarded and nursing homes, and tie nursing homes administratively to hospitals 
or medical centers. . 

Plan health services on a comprehensive basit. Separate suggestions included 
the establishment of regional health coundll u the basic planning units for 
services; and the merger of programs for the agdd and mental health programs 
into a single program of health services. Hie Susquehanna Economic 
Development Asaodation (SEDA) reported that it hu been designated a 
Special Health I^monstration Area and has established the Oentral 
Pennsylvania Ifealth Council to plan a comprehensive health system for its 
area (eleven counties) and is eligible for $2.S million in Federal funds for 
this program* 

3. COMMENTS 

As described at the hearings, the availability of health services in rural areu appears to be 
marginal generally, and totally Inadequate for the rural poor. The multiplicityjof both complaints 
and suneitlons indicates serioui fragmentation of health aetvice delivery; it^s possible that this 
fragmentation may be the most serious single problem. There was no objection to most of the 
specific suggestions, but a representative of the medical profession expressed' concern over the 
. paramedkai proposal in connection with licensing and the potential threat to doctors of ^ 
malpractice. 

: While the efficiency 6f delivery of health services seems ^ entirely tiie concern of the 
Department of Health, in^ fact the Department of Community Affairs is involved through « 
health-oriented programs funded^ by Antipoverty programs (the mobile clinic. Head Start, and . 
. Community Action Programs Which, include health centers), through its responsibility for local 
government delivery of services, and through its support of and involvement in county and regional 
planning. The Department of V(elfare is directly invoWed with relation to issuance of medical 
cards and payments for services, with relation to its administration of mental health programs 
and operation of the State's mental hospital system as well as the State general hospitals; and / 
with relation to State auistance in the operation of county homes and hospitals. 

■ ■ * - . ■ - 

Comprehensive health planning, therefore, must intimately involve these departments, in 
addition to county governments, planning agencies, regional health' councils as they exist or may 
be formed, the professional health associations, and the various volunteer health' organisations 
<TB, Easter Sisal, Cancer, Heart, etc.). Each of these is involved in specific kinds of health service 
delivery; a comprehensive program is needed to coordinate their efforts and«.to close the gaps. 

Ther improvement of health services for the* poor was described u economically important 
^ and even beyond its humanitarian urgency. Various witnesses expressed this' viewpoint: One 




> (2) 
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reported that the coit of rehabllitttion for one childi hihdicipped by mitemil lubellir rimes 
from $40,000 to $!20»000. Othen lUted: 

ThmpMpkwiUbfgbmdMonaocUtyforthennofthifrlimbecmm 
of tHHr fmkh condkhnt 

JMthy dtixm m \m lOctfy to b§comi ponny strkken thm 9lck 

Their conclidion wm that ivoidiof the present expenie of i complete health service only 
increates the long-run costs. * 
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VI, WELFARE » 
1. PROBLEMS 

Testimony by several witnenes indicited that lack of local autonomy and extensive 
administrative red tape have resulted in an inflexible and poorly controlled public assistance 
program in Pennsylvania. Reports that Pennsylvania hid paid $12.5 million of assistance to people 
who were not eligible (through double or even triple payments) and that some college students 
were receiving food stamps regardless of their parents' financial status were used to illustrate 
inadequacies in the delivery system. 

Testimony was presented by a mother of eleven children, including a mongoloid child 
requiring extensive medical care for heart and respiratory ailnwnts, who lost her eligibility for 
.public assistance and food stamps when she accepted employment at a sdiool for exceptional ^ 
children, because her income was twelve' cents a month above the maximum for eligibility. It 
was felt that effectiveness of the public assistance program was severely hampered by inflexible 
income limitations with, no discretion invest&d in local authorities to handle extreme hardship 
cases* 

Criticism of the size of public assistance grants was presented by one witness, a director 
of a County Board of Assistance. He pointed out that although public assistance grants are not 
determined at 100 per cent of the established cost of health and decency, to his knowledge 
this standard has not been adjusted since 1959 despite the fact that Pennsylvinia^ Public Assistance 
Law specifies that every two years a study will be made to determine the minimum cost of 
health an4 decency. 

A representative of the Nutrition Aid Program presented several problems inherent in the 
food stamp program. She testifled that many people do not purchase food stamps because by 
the time they buy in the bk)ck amount which must be purchased, they do not have money 
left for incklental necessities such as washing powder, toap an4 toilet tissue which may not be 
pak) for with food stamps. She also stated that those who do purchase food stamps frequently 
bootleg them (although this, practice is illegal) in order to get the goods and services they need. 
The food stamp program also hu its drawbacks for the elderly* many of whom do not purchase 
the stamps because then don't eat enough In the course of t month to make the initial Investment 
worthwhile and, if the initial investment in food stamps wore made, they would have insufflcient 
money left for medicine. 

While there were incidental references to welfare throughout the hearings, little testimony 
directed to this problem was given beyond the presentation of statistics as to the number of 
persons receiving public assistance. This data was primarily an indicator of the extent of rural 
poverty* rather than a program for improvement. 

Problems in flnding employment for public assistance recipients who are able to work and 
in preparing these people for employment were presented by seveif^witnesses. Many apparently 
employable recipients have such poor reading and writing skills that they are unable to complete 
an employment application or present themselves to an employer for a job interview. A majority 
of the young people handicapped by lack of education have no way of obtaining employment 
skills, since in many rural areas there are no sheltered wprkshop.facilities and no agencies dedicated 
to the placement of these less than fully employable people. 
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2. PROPOSALS " ' 

a. Employment of reciplenti 

(1) Require all public aaiittancc reciF^enti who are elifible to work to be put 
to work in order to receive their alloation. 

(2) i Public works projecti (iheep raiting, Trani^rtation Department, 
' Ehvironmental Reiourcei), 

b. Income maintenance • Federally funded on Kale basis to encourage people to get 
off public assistance and get Jobs, Would eliminate red tape*. 

c. Local autonomy • Vestment of authority with county boards to adjust programs 
to fairly accommodate cases of special need» and more flexibility to permit 
approaches which would be likely to reduce future dependence. 

3. COMMENTS 

Many witnesses nientioned the welfare situation, and several gave specific testimony but 
without approaching the whole} issue of what is wrong with the entire public assistance system. 
The welfare problem i* growing npklly throughout the State and Nation and cannot be approached 
Specifically as one of rural poverty; however, the hearings showed that welfare is far from just 
«n urban problem. Welfare reform is currently a matter of intensive legislative concern in 
P^nnsylvRnisi the difficulty of arriving at a workable solution is indkated by the relative lack 
of suggestions despite the extent of the problem. " ■ 

Vxt impact of possible legislative changes is uncertain at this time, as indeed is the fate 
of the legislatk)n itself. Certain administrative changes within the Department of Public Welfare 
have been initiated. Even these, however, will not achieve desired results in the absence of an 
overall, comprehensive approach to the delivery of human services. 
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m EDUCATION AND SCHOOLS 

.1, PROBLEMS , ^ • 

Testimony concerning education and Khools in the poverty hearings focused on aeveral 
problems including: . * 

a. Low educational achievement and verbal skills. The problem of illiteracy is one 
of the miuor components rural poverty in Greene and Washington Counties. Many Washington 
County persons with whom a board of assistance case worker deals 'liave poor reading and writing 
skills and are unable to complete an emptoyment application^* and lome cannot read the form 
to sign up for unemployment compenution. 

In Greene County, for example, the median Mhool years completed by its citizens was 
BJ in 1960 as compared with a corresponding stite^iq^dian of 10.2 years. Only 29% of Greene 
County's population had completed secondary education in 1960 as compared with the national, 
figure of 41%. ' 

b. * Lack of education help for pre^school diildren it a kHous problem. In Cladon 
0>unty welfare was termtxi a way of life for some families but the opinton was offered that 
children could.be helped to change their attitudes and general outlook on life to escape the 
welfare cycle if helped, eq>6cially during pre-Khool years. Indiana and Northumberland County 
witnesses echoed this statement, emphasizing the fact that the firit five years of age are probably 
the most important years for a child to be helped and that our priorities in education are backward, 
that money spent in early childhood education would elimlnatb much of the more expensive 
costs of remedial education^ agency support and institutional care. 

c. One of the most frequently voiced complaints was the need for skills development 
to become gainfully empk)yed. Indiana and QariOn County witnesses cited the lack of training 
for both high Khool students and adults for emptoyment. Persons'in low income families were 
described by a representative of the Indiana County Planning Commission as lacking "salable 
skills or a strong educational background** and he concluded that with 4.7 per cent of the labor 
force n6t employed plus those persons not registered with the Bureau of Employment Security 
a greater effort ^ust be ma(|e to train men and women in salable /skills. A witneu from the 
Indiana County commissioners stresMd the fact that not everyone can go to college nor is everypne 
a potential college student but each person does have talent which the vo-tech schools can help 
develop. The vo-tech Khools can turn out people who are not only productive but make more 
than an average wage. 

d. Low per pupil expenditures by Khool districts. In Greene County the educational 
system, although reported as having many new facUities with the. outward appearance of being 
modem and well equipped, was described as lacking in modern methods, equipment and teachers. 
In 1965-66, the State appropriated an above averagej>er pupil amount of $262 which was bafely 
matched by local Khool districts in Greene County, litis was contrasted with Montgomery County 
that same year spending 3-^ local dollars (or each State dollar appropriated for education. *'D)cal 
economic a))ility**. the tranKript reads, **again comes into focus as the primary force which 
determines the level of education for a given area**. Findings of a U. S. Department of Agriculture 
report **White Americans in Rural Poverty** were noted as being similar to the all rural western 
half of Greene County. Gtes was the finding that **Educational levels, as in all poverty situations, 
are low. Likewise, the quality, staffing' and facilities of educational institutions trail thoK of 
non-poverty locations**. Area economic development depends Upon industrial and commercial 
development; attraction of new industry requires, among other things good Khools. 

* In Indiana County per pupil expenditure varied from $650 inr Indiana Borough to $400 
in Penns Manor School District in the northern part of the county. 
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2. FROFQSALS 

. Greene County witneMCi reported that county hid a head itart profrtm for three summers 
and had submitted plans for another 12 week summer program to O.E.O. to serve alt fi^ county 
^school districts, . 

Indiana. Qarion and Northumberland testimony revealed requests for more head start 
programs. A Northumbwiand County witness from Lock Haven Area Joint Schools reported the 
need to continue their "follow through" program which covers 400 Khool children and their 
families and is designed to follow through on head start programs with emphasis on developing 
to the fullest potevtiai posiible the physical, emotional, lociali and intellectual attributes of each 
child. • di , 

In Greene Cbunty it was reported a vo-tech school costing $1.9 million had been approved 
ind was to be constructed in 1969 in Waynesburg. A witness suggested that the State provide 
funds and programs that will utOize their, vo-tech school to tram individuals to meet t}ie needs 
of their industry. * * ■ 

In Qarion County a witness stated a vo-tech school would help children escape the poverty 
way of life by training them in some skill. * 

Indiana County witnesses velbed urgent need to try again to get a vo-tech school primarily 
for high school students but Also to. be available for adults ai well. 

In Northumberland CQunty a repreKntative of the Lower Antluacite Regional Economic 
i>evelopment Conization, Inc. (an organization of 13 communities in northern Northumberland 
County known as LAREDO) rei^uidted that an actual training school be established for operating 
-heavy equipment such as earthmovers, steam shovels, loaderSi and graders. 
* s < ^ ,0 

A representative of the Suiquehanna Economic Development Association (SEDA) reported 
that orpnization W7II continue to assist in improving vocational education opportunities in the 
region by assistini^ local units of government and quasl>public bodies'as it has in the past, such 
as its help in Mctiring grants which helped m|)ce poMible construction of new vo*tech schools. 

3. COMMENTS ^ ' / 

The problems associated with the school districts repreKnted in the poverty hearings and 
. ^the efforts of these districts to educate their children will generally have to be handled by the 
Department of Education with legislative gukielines. Testimony in the hearings concerning the 
finances of the districts is too inadequate to make any specific recommendations other than for 
pre*schoo] or vocational training. 
^ - 

The State's new Khool subsidy should have, important consequences for these counties. In 
addition to raising the level of State support to $620 per pupil in 1970*7U and $665 in 1971-72, 
Acl No. 88 of 1971 makes other» more significant changes for districts in these counties. 

The "poverty'* payment of $120 per pupil from lojw income families is raised to $140., 
' . Additional poverty payments are to be paid to districts with substantial proportions of such 
students, as follows: The State shall pay? a special ayistance grant to each school district on 
' account of children of low income families in an amount equal to the sum of the number of 
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chUdrcft of low income famitiet in the diitrict ihultiplted by the grtnt per pomty pupil fixed 
for the peroenUie catefory of poverty pupils in htn^t diily membenhip in the diitrict Kcordii^ 
to the foSowinc tabk: 

rcrcentaae Cttefocy of Grint per 

fomty Fupilt in Avtrife Poverty 
Dtly Mf mbenhip Pupil ' 

IM9.9 per cent $25 

20-24,9 per cent 50 

25-29,9 per cent ' 75 

ovc^30 per cent $125 

Low popuUtion dittricti (under 50 perK>ni per tquere mile) have been receivinc a special 
fpanity peyment, Thii continues under the new law» which also provides for a modifkd sparsity 
payment for those districts increaitni in population over the 50 persons per square mile maximum. 

Of special interest to these dktricts is the *a>ootstnip" proviak>n of the new act. It provides 
a guaranteed $550 per child expenditure in any district levying a tax raU on market vahie of 
16 - 24/100 mills (,01624), or better, and such tax will not return an amount* induding sUte 
M (under the basic grant) of $550 per student, the SUte makes up the difference. This approach 
IS based on a legislative decision to ensure this level of expenditure (if the district is willing 
to make a reasonable locel effort), even thou^ the Uxable wealth of the district is relative^ 
low. In conjunction with the basic sUte educational lubsidy. wKich does take into account district 
wealth, the bootstrap concept should be an aki to poorer districts. 

Considerable attentk3n has been pakl to educatk)nal subeidlea ifl urban and suburban areas. 
Not enough commenU have been made about an unusually comprehensive program for less wealthy 
rural areai ■ , 

the following data from the Pennsylvania State l^ucation Aseociatk)n indkates the impact 
of thete programs, by county. fThe data is based on information supplied by the sdtool districts 
to the Department of Educatk)n» which compiled these amounts as the estimated increased costs 
for the next two years if the legislation was enacted ^ich dkl becoitKe Act 88).. 

^ XSTMATH 

Tots! Incf Silt ' AddKiofiil ptymMits 
for 1971-72 prpjKlMl for 72-73 

Fiyette $1,697,799 $1,683,113 

gwene 449,872 289,^21 

Waihmgton , 1,576.501 v 1»452»470 

Indiana 457»43S 518,729 

aaripn 391,750 549.519 

Northumberland 804.255 697,994 

Snyder (has 1 Sch, Dist,) 12.300 104.679 ' 

Union _ ^ , 55.994 330.710 

lloitour(has2Sch.Dist.) 62.588 329.443 ' 

Testimony in the hearings continually voiced needs for pre-Khool and vocatk)nal education 
and these wanant purwing by state government and Khool districts. At the 1971 conference 
of the Education Commission of the States an educator argued that in timH of limited fiscal 
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reiourcest available fUndi ihould be redirected to areas mdicating ireater educational productivity 
and he cited j>re-«cbopl and vocational eduatton as two areas e^cially where additional fund» 
are warranted. 

The Department of Education, Welfare and perhaps DCA could help eitabUsh, or augment 
existing, head start and follow through programs in the areas, represented in the poverty hearing. 
Efforts could be made by the Departments of Education and Commerce to assist districts in 
these areas to get Appalachia funds for vo-tech schools; and pcrfiaps DCA and Libor and Industry 
could assist with developing and establishing training program! for the adult unemployed in those 
areas. 
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Vlil. TRANSPORTATION ' , 

- 1. PROBLEM • 

a. General 

Testimony relating to transportation fell into three general areas: Inadequacy or absence 
of public transportation services, highway construction and maintenance priorities and the 
specialized transportation needs of particular population groups. No fewer than ten witnesses, 
most of them representing service agencies or orgahizatlohs, testified in some way to the 
inadequacie^f of public transportation. As one expressed it, "Public transportation, if it does exist, 
only does so in the highly populated areas of the county ^ and is often antiquated, priced too 
high or not extended far enough to service the people who are really in need.** 

Tiiis condition, as do other service inadequacies in rural areas, tendijo ugravate the 
poverty problem and to become cyclical. Three of the Witnesses observed (^rtna|words pf one 
planner): "Lack of public transportation results in the immobility of the limit^ income and 
elderly people to accept employment or training opportunities in many instance. ** 

Five witnesses at various headings testiHed to the actual or expected favorable effects 
of the more recent construction of expressways through rural Pennsylvania; they were described 
as important new links with urban areas. However, at least three who spoke felt that the 
construction of superhighways has been at the expense of improvement and maintenance of local 
access 'foadsi some of which were described In such poor condition that they will soon be 
irreparable and will have to be reconstructed. 

In addition to those uifiable to reach potential employment, the elderly, the children 
and particularly the poor in these classifications are especially penalized by the inadequacy of 
transportation services. One witness stated, *The rural aged poor living in isolation from services 
on which their very well-being may depend"; These services were identified by various witnesses 
as shopping centers, doctors, recreati(>n and even church. A worker in a Title I program for 
poverty children noted that the c£dffam*$ coverage had to be limited because transportation costs 
would have taken up most of its budget. 

Specific problem areas relating to transportation in rural areas are summarized as follows: 

b. The areas of the State with the most open land available for development are 
also those with the least access. This problem relates both to transportation services, and the 
lack of service and interior roads. ^ • 

c. While more and better highways were generally endorsed, it also was pointed out 
that highway construction itself may represent a problem in its high cost, in its destruction df 
housing (already in short supply) and land for development, and because its economic impact 
on a particular area tends to be short-lived. 

d. For those who have transportation available, usually automobiles, the higher costs 
of thiyransportation tend to diTutc the "lower cost of living** associated with rural areas. For 
those without transportation and who are unable to reach larger service centers, higher and even 
exorbitant prices at local stores have the same effect, ^ 
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e:^ Rural dispersion makes good public transportation .economically infeasible, at the 
same time that this service would be of relatively higher value for rural residents. 

f. '^ Thr transportation situation strongly encourages continued t>overty and depend^^^ 
on welfare, because the assistance recipient cannot buy a dependable auto which would enable 
him to reach employment. A caseworker described thif syndrome of failure of a $200 car which 
leads to absenteeism and soon to hopelessness and continued unemployment. 

g. . Since the State does not reimburse school districts for kindergarten transportation, 
where districts will not assume this cost the poverty children, wh<f might benefit the most from 
this early education, are least likely to be served. ^ * ' 

h. As was noted above, the inadequacies of public tran^rtation at least reduce the 
quality of life for many rural resklents, and in more than a few cases may be of positive danger 

' to their health. 

i. ' While only mentioned brieOy by witnesses, the general transportation situation is 
a severe economic liability to rural PennsyWania, and may be basic to the entire effort to upgrade 
the economy as the only reasonable k)ng-range solution to the rural poverty problem. 

2 . PROPOSALS 

Suggested solutions to rural transportation problems generally followed three directions: « 

a. Reordering of State highway' priorities. This most commonly meant a shift in 
emphasis from building expressways to improvement, maintenance and constrttction of local and 
feeder roads. One planner suggested a capital budget-six year plan for secondary roads, similar 
to the present programs for new highways. A panelist noted that PennDOT has stated it will 
put increased -emphasis on highway maintenance, but probably not to the extent recommended 
by witnesses. . . 

b. Improvement of public transportation Kr^ices. Perhaps significantly, no witness 
suggested that such improvement is feasible for privately owned carrien. Most commonly suggested 
(three persons each) were legislation and funds to permit and finance the use of schpol buses 
during off-hours to transport particularly the elderly and ailing poor, and institution of '*dial-a-ride** 
systems using minibuses, or Rotating routes which would serve different areas on different days. 
Also suggested was State provision of minibuses to social service centers. A Unite^^ Fund 
representative noted that adding transportation to a health screening program in Its seS)nd year 
more than doubled the participation. Also suggested were subscription-type transportation services, 
and elevated catwalks m urbanized areas. ' 

c. Concentration of development in areas best served by transportation. T})is i{pproach 
was represented by suggestions fpr new . towns, or "growth centers" expanded from ^existing 
communities, in areas close to major highways and airports. Also included ,^as a suggestion for 
Habitat type residential clusters (presumably for the , elderly and' poor) to ,.sideste;p the 
transportation problem. ^ - - ^ 
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3. CX)MMENTS 

While comprehensive planning and proffamming were suficited by witncsKi to tohtt most 
problems of rural j>ovcrty» only one, in a detailed, extensive prepared program, suggested that 
funds for resolution of tran$por,t*tion probkmi for the Hing be made available to local planners. 
By long tradition, PennsyWanla'hai left planning and provision of |>ublic tran^rtation lerviccs 
to private initiative, under regulation by the Public Utility Oommiiiion, and has looked to a 
single State department for planning, construction and maintenance of the more important parti 
of its highway system. We have little background in consideration of, or planning for, a tingle 
intermodal tran^rtation system intricately asiociatcd with the entire econfbmy^ 

The transfer of State programs for assisting man transit to the new Department of 
Tran^wrtatwn, and a new emphasis by that department on secondary roads, rcpretcnt steps toward 
solutwn of the problems presentcd/Howevcr, assistance programs have been concerned primarily 
with maintaining services which may otherwise fail, and Ihese serve urbanized areu. Legislative 
efforts have been made to make school buses available for other uses during the day, but if 
we are to continue to depend upon private enterprise to provide the bulk of public transportation 
services, safeguards will be needed to prevent 'further shrinkage of their market 

The Department' of Tran^rtation is in the proce« of d4^pin||ii Statewide, alhmodal 
transportation plan» ajid responsibility at the State level for solutions fo most rural transportation 
probkms rests primarily with PcnnDOT. The Departments of Community Affairs. Education, 
Welfare and Health, however, should approach the transportation problems of the poor, esi^ially 
the aged, the youii and the handicapped, by development of pirograms of siiccializcd lervicei 
on a regional basis in cooperation with each other and with the Public Utility Commission, local 
government officials, planners, and representatives of service organizations. 
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IX. THE PSYCHOLOGY OF RURAL POVERTY 
/l. PROBLEM 

- Throughout the record of all three hearings, ^ifnesSesTeferred in various ways to the adverse 
efifects of poverty pn^fhe attitudes and the mental health of its victims and the attitudes of . 
the rest of the cornhiunity toward theni'- . . . ~ 

The SEdXJ representative ^related attitude problems to . many others:; 

What areH^me 'of the prohkmi of the hard core poverty cycle which 
keep people from hreakirtf out? They are legion; Old age, physical disability^ 
' ■ mental retardation, hearirtg loUt failing vision,, poor health, malnutrition, 

overweight, lack of confidence^ limited social ddlh, poor appearance,, poor 
grooming, bad personal habits, bad work habit^, unreliable transportathn, 
isolation, illitvacy, no marketable employment skill, lack^of employment - ; • 
opporiUnitJes. bad associates, irascible nature, neurotic behavior, no working ^ 
capital, inadequate clothing, too many children, defeatism, discouragement, . *, ' 
disaster hss - the list ii endless. Most of the families who- are trapped in 
/ hard Core poverty situathns are beset by so many problems that despair finatly 
> takes over and despair gives way to resignation or apathy, <^ 

^ Another witness^ a Follow41icough director for a f^^hool district, identified and submitt^ 
a detailed description of what she called a ''culture of poverty,.** a particular life*style of the 
rural poor. She stated that seldom do they become angryrand almost never physically violent; 
the principal attitudes are apathy and hostility^ toward anyone^^representing the '/establishment^' ^ 
base^ ot^fear and. distrust. She noted, for example, reluctance to enroll children in theprogram^ ) 
She and Xthers stated that the poor are unaccustomed to an dght-hour, five-day work week 
and may walk off to go hunting, 4 reaction exasper^ing to the community. ,* . * 

. The long history of poverty itself was referred to asj^romoting apathy: *'We have lived 
"Vvith the conditions of poverty in Indiana County for so lM&4hat we have come to accept them 
as inevitable, unavoidable,** Another ^tness noted-the demoralizing effect pi\^ poverty children - 
of long-time family unemployment and financial instability; others working in programs'directed 
at children testified that they were able to help the chUdern*s attitudes but not those of the * 
parents..- ')''%■' i ' ■ ' ^ ■ 0 . - ■■ \ 



Aside from^the psychological character|^s of the poor themselves, sever^ witnesses 
'identified a community attitude of oppressionTretaliatibn «and aj^essiveness toward the poor. 
One woman testine4 to a bitted confrontation with a dog-catcher whichr resulted in a severe fine; 
'other incidents related to threats agaihst persons asspciated^with suchr activism as complaints to 
official agencies and letter^writing. While most of the rural poor are white, racism is a^ factor 
In some communities; an extensive human relations program for Uniontown was entered* into 
the record. / * • 

Still .another attitudinal problem jrelates to the solidification of status and power structures 
in poor " communities* The director of a county industrial development corporation stated: 

jlie older residual pppuktion of these areas' has been unable to prpvide - 
heal leadershfp skills and trained personnel^for government. All of this has 
further tended -to emphasize tfte 'Status quo posithn of some groups, umlly^ 
including the existing power structure and frequently the large land hokiers 
as it is easier tg keep: political power with a ^declining populathn than in * 
a growth area. 
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In line with this was a finding by t VISTA worker that Uie program had produced a discernible 
change of attitude among the poor, .but not among the personnel of ofticial agencies; anothe^ 
witness, testifying about the mobile health unit» noted: 'There is no apathy with* those who 
^^^4ic€d-4tr:^ut^h agencies) jwho-have the money." 

A witness noted that fragmentation qf services results in a variety of social workers - welfare, 
probation,' health - dealing with each fa;nily, and none of them \xy a position to, approach the 
families' total problems. This form of governinental response to poverty problems was cited as 
a factor contributing to attitudes. 

Z COMMENTS 

^ The psychology of poverty in urban settings has been, well studied by now; it is likely that 
many conclusions may be applicable to the rural poor with the exception that isolation and 
the tight community structure probably^ tend to intensify the problem. It should be recaUed, 
however, that the urban poor were comparatively apathetic in not too distant history, and the 
effects of social programs among the rural poor have not yet developed or been strongly expressed. 

Recommendations for attitude improvement>er se, wenurestricted to educational programs 
for thtl^oot, including parents; coordination ofj^Selivery of so^cnd services; and community human 
telation^nd sensitivity programs. Because of the close interactions of attitude, status and 
economics within a community, howeveif processes corresponding to those which are occurring 
in urban areas can be expected to affect the rural areas at some time. Any line of action which 
improves the rural economy^ absolutely or relatively, wiU change attitudes, and such an economic 
effect probably is the \pnly one which will produce the n:|issive chafes indicated. 

Senator STEVENSON, The hearing is now adjourned. 
(Whereupon, at 2 p.mM the subcommittee recessed, to re^on 
vene at the call of the Cnair.) 



